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By Mr. THAYER: A bill (H. R. §254) granting an increase
of pension to Lydia K. Lane; to the Committee on Inyalid
Pensions.

By Mr. TOLLEY: A bill (H. R. 9255) to correct the naval
record of John Lewis Burns; to the Committee on Naval
Affairs.

By Mr. TYDINGS: A bill (H. R. 9256) granting a pension
to Eli Null; to the Committee on Invalid Pensions.

By Mr. VESTAL: A bill (H. R. 9257) granting an increase
of pension to Elizabeth J. Kirk; to the Commiitee on Invalid
Pensions.

By Mr. WHITE of Maine: A bill (H. R. 9258) granting an
increase of pension to Dora A. Murphy; to the Committee on
Invalid Pensions,

By Mr. WILLIAMS of Illinois: A bill (H. R. 9259) granting
a pension {o Lizzie Aarons; to the Committee on Invalid Pen-
sions.

By Mr. WURZBACH : A bill (H. R. 9260) to authorize the
appointment of Trumpeter Sol Black, retired, to the grade of
first sergeant, retired, in the United States Army; to the Com-
mittee on Military Affairs.

By Mr. WYANT (by request) : A bill (H. R. 9261) for the
relief of Sheindel, Morris, Zechari, and Frieda Clateman; to
the Committee on Immigration and Naturalization.

Also, a bill (H. R. 9262) granting an increase of pension to
Lida Jones; to the Committee on Invalid Pensions.

Also, a bill (H. R. 9263) granting a pension to Christopher H.
Williamson ; to the Committee on Pensions.

By Mr. ZIHLMAN : A bill (H. R. 9264) granting an increase
of pension to Mary Catherine Reid; to the Committee on In-
valid Pensions.

PETITIONS, ETO.

Under clause 1 of Rule XXII, petitions and papers were lald
on the Clerk’s desk and referred as follows:

652, Petition of the board of aldermen of the city of New
York, memorializing the Congress to pass Honse bill 5, a bill to
amend the immigration act of 1924, known as the quota law,
ete.; to the Committee on Immigration and Naturalization.

633. By Mr. GARNER of Texas: Petition of druggists of
Fort Worth, Tex., favoring legislation for standardization and
stabilization of price of drugs, ete.; to the Committee on Inter-
state and Foreign Commerce.

654. By Mr, GRIFFIN: Petition of the board of aldermen of
the city of New York, urging Congress to pass House bill 5,
amending the immigration act of 1924, known as the quota law,
ete.; to the Committee on Immigration and Naturalization.

655. By Mr. KINDRED : Resolutions adopted by the Cham-
ber of Commerce of the Borough of Queens, disapproving of the
expenditure of public funds for the construction of a canal to
connect the Great Lakes with the sea outside the boundaries of
the United States; to the Committee on Rivers and Harbors.

636. Also, resolutions adopted by the board of aldermen of
the city of New York, memorializing the Congress to pass House
bill 5, a bill to amend the immigration act of 1924, known as
the quota law, etc.; to the Committee on Immigration and
Naturalization.

657. By Mr. LEAVITT: Resolution of the Woman's Club of
Thompson Falls, Mont., favoring continuance of the provisions
of the Sheppard-Towner maternity act; to the Committee on
Interstate and Foreign Commerce.

658. By Mr. LITTLE: Petition of ecitizens of Kansas,
Oklahoma, and Missouri petitioning Congress to grant
an increase of pension to veterans of Indian wars and their
widows, holding that the present rate of $20 per month to
the aged veterans and $12 per month to the widows to be
wholly inadequate; to the Committee on Pensions,

659. By Mr. O'CONNELL of New York: Petition of the
Louis Halphen Post, No. 379, American Legion, of Legion,
Tex., favoring the passage of House bill 4474 ; to the Commit-
tee on World War Veterans' Legislation.

660. Also, petition of the Board of Aldermen of the City of
New York, favoring the passage of House bill 5, a bill to amend
the immigration act of 1924, known as the quota law, ete.;
to the Committee on Immigration and Naturalization,

661. By Mr. O'CONNOR of New York: Petition of the board
of aldermen of the city of New York, memorializing the
Congress to pass House bill 5, to amend the immigration act
of 1924; to the Committee on Immigration and Naturalization,

662, By Mr, WATSON : Resolutions passed by the National
Guard Association of Pennsylvania, urging the prompt enact-
ment of legislation for the retirement of disabled emergency
Army officers; to the Committee on Military Affairs.
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SENATE
Frivay, February 19, 1926

(Legislative day of Monday, February 1, 1926)

The Senate reassembled at 11 o'clock a. m., on the expira-
ticn of the recess.

Mr. SMOOT. Mr. President, I think we ought to have a
quorum with which to begin the day. I suggest the absence
of a quorum,

The VICE PRESIDENT., The Secretary will call the roll.

The Chief Clerk called the roll, and the following Senators
answered to their names:

Ashurst Ferris La Follette Sackett
Bayard Fess Lenroot Sheppard
Blease Fletcher McKellar Shipsatead
Borah Frazier McLean Shortridge
Bratton George McMaster Simmons
Brookhart Gerr, MeNar, Smith
Broussard Gillett Meteal Smoot
Butler Glass Moses Stephens
Cameron soff Neely Swanson
pper oding Norbeck Trammell
opeland Hale Norris Tyson
Counzens Harreld Nye Tinderwood
Cummins Harrls Ogdle Walsh
Curtis Harrison Overman Warren
Dale Heflin Pepper Watson
Deneen Howell Phipps Weller
Dill Jones, Wash. Pine Wheeler
Edge Kendrick Ransdell Willis
Edwards Keyes Reed, Pa.
Fernald King Rabinsen, Ind.

Mr. SHEPPARD. The junior Senator from Texas [Mr.
MayrieLp] is absent on account of illness, This announce-
ment may stand for the day.

Mr. SMOOT. I was requested to announce that the Sena-
tor from Oregon [Mr. STaNFierLp] is engaged in the Committee
on Public Lands and Surveys.

Mr. NORRIS. I wish to announce that the Senator from
California [Mr. Jonnxson] Is absent, due to illness. He has
a general pair with the senlor Senator from Arkansas [Mr.
Ropinson]. I will let this announcement stand for the day.

The PRESIDING OFFICER (Mr. Witnis in the chair).
Seventy-eight Senators having answered to their names, a
quorum is present.

ANNIVERSARY OF LINCOLN'S BIRTH

Mr. WILLIS (Mr. ButLee in the chair). Mr. President,
inasmuch as this is the anniversary of the birth of a great
American, it seems to me not inappropriate that we should
pause for a moment to give thought to Abraham Lineoln and
his great life. I therefore shall read a very brief editorial
which appeared in the Washington Post of this morning, a
beautiful tribute to a beautiful character. The title of the
editorial is “ Abraham Lincoln,” and it is as follows:

Every American—yea, every lover of liberty, under whatever flag—
should give thanks to-day to Divine Provideuce for the gift of Abraham
Lincoln to the world. He was born the poorest of the poor. Hia life
was a struggle with the odds always apparently against him, and his
mortal end was martyrdom. But his soul was a light that could not
be quenched by hardship, misfortune, or death. It burns brightly now
and will burn while men love liberty.

Here, where Lincoln wrestled with Time and Fate, where he carried
the Nation on his shoulders, where he struck off the shackles of a race
and cemented the Union with hia blood—here in Washington his spirit
broods. Look upon the lowly place of his death, gaze upon his
memorial, contemplate his works, and remember that it is because of
him that government of the people, by the people, for the people has
not perished from the earth,

Mr. BAYARD. Mr. President, following the editorial just
read by the Senator from Ohio, it would seem to be very much
in keeping if I should be allowed a moment to read a sonnet
published in the Christian Century of date February 11, 1926,
by Thomas Curtis Clark, entitled

LINCOLN AT GETTYSBURG
The whole world came to hear him speak that day
And all the ages sent their scribes to see
And hear what word the new land had to say
Of God and man and truth and Hberty.
Homer was there and Socrates and Paul,
Shakespeare and Luther, Pitt, Cavour, and Bright,
With Washington—sgtanch friends of freedom all;
Nor did he fail: he lifted there a light
For all the earth to see, from fires of truth
That surged within his breast. Yet that crude throng
Of men knew not that through this man uncouth
God spake as through old prophets, stern and strong,
They turned away, these men, but angels bent
From heaven to hear those flaming words, God-sent.

-




PETITIONS AND MEMORIALS

Mr. EDWARDS, I send to the desk a joint resolution
adopted by the Legislature of the State of New Jersey relative
to the naval air station at Lakehurst, N. J., which I desire to
have printed in the Recorp and referred to the Naval Affairs
Committee.

The PRESIDING OFFICER (Mr. Winnis in the chair).
It will be printed in the Recorp under the rule, and referred
to the Committee on Naval Affairs.

The joint resolution is as follows:

Joint resolution memorializing the Congress of the United States to
refain the nmaval air station at Lakeburst, N. J. :

Whereas the United States Government has at a great expense
constructed and malntained a naval air statlon at Lakehurst, N. J.;
and

Whereas attempts are being made to remove the said station from
the State of New Jersey, to the loss and detriment of the Btate:
Therefore, be it

Resolved by the Benate and General Assembly of the State of
New Jersey:

1. That the Congress of the United States be and the same is
hereby requested to maintain the present naval alr station at Lake-
hurst, N. J., and further, to provide for the adequate maintenance
thereof,

2. That coples of thls joint resolution, duly authenticated, be sent
to the Vice President of the United States, the Speaker of the House
of Representatives, and to the Senators and Representatives In the
Congress of the United Btates from the State of New Jersey.

8. That the Benators from thls State and the Representatives from
this Btate In the Congress of the United States be reguested to use
every effort to effectuate this resolution.

4, This joint resolution shall take effect immediately,

Approved Febroary 9, 1926.

Srare oF New JERSEY,
DEPARTMENT OF STATH,

1, Thomas F. Martin, secretary of state of the Btate of New
Jersey, do hereby certify that the foregoing Is a true copy of an act
passed by the legislature of this Btate and approved by the governor
the 9th day of February, A. D. 1928, as taken from and compared
with the original now on file in my office.

In testimony whereof 1 have hereunto set my hand and affixed my
official seal at Trenton thls 10th day of February, 1926,

[sEaAL.] ; TuoMmAs F. MarmiN,

Hecretary of State.

Mr. EDGE subsequently presented a joint resolution adopted
by the Legislature of the State of New Jersey, memorializing
' the Congress to maintain the present naval air station at
Lakehurst, N, J., and to provide for the adequate maintenance
thereof, which was referred to the Committee on Naval Affairs.
(See joint resolution printed in full in to-day's proceedings.)

A resolution similar to that presented by Mr. Epwarps and
Mr. Evce was subsequently presented by the Vice President
and referred to the Committee on Naval Affairs.

Mr. WILLIS presented a petition of sundry members of the
Izaak Walton League of America, Chapter No. 96, of Zoar,
Ohio, praying for the passage of legislation to regulate the
interstate shipment of black bass, ete., which was referred to
the Committee on Interstate Commerce,

Y REPORTS OF COMMITTEES

Mr. HALE, from the Committee on Naval Affairs, to which
wus referred the bill (8. 2178) for the relief of Harry P.
COreekmore, reported it without amendment and submitted a
report (Rept. 168) thereon.

Mr. PEPPER, from the Committee on Naval Affairs, to
which was referred the bill (H. R. 7348) for the relief of
Joseph F. Becker, reported it without amendment and sub-
mitted a report (8. 169) thereon.

A bég}(ﬂ. R. 7348) for the relief of Joseph F. Becker (Hept.
No. 169).

Mr. HARRELD, from the Committee on Indian Affairs, to
which were referred the following bills, reported them severally
without amendment and submitted reports thereon:
17A) bill (8. 850) for the relief of Robert A. Pickett (Rept. No.

0);

A bill (8. 2334) authorizing the sale and conveyance of cer-
tain lands on the Kaw Reservation in Oklahoma (Rept. No.
171) ;

A bill (H. R. 97) authorizing an appropriation of $50,000
from the tribal funds of the Indians of the Quinaielt Reserva-
tion, Wash., for the completion of the road from Taholah to
Moclips on said reservation (Rept. No. 172) ;

A bill (H. R. 5850) authorizing an appropriation for the
payment of certain claims due certain members of the Sloux
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Nation of Indlans for damages occasioned by the destruction
of their horses (Rept, No. 173) ; and '

A bill (H. R. 6727) to authorize the Secretary of the In-
terior to issue certificates of competency removing the restric-
tions against alienation on the inherited lands of the Kansas
or Kaw Indians in Oklahoma (Rept. No. 174).

Mr. HARRELD also, from the Committee on Indian Affairs,
to which was referred the bill (8. 1550) to appropriate certain
tribal funds for the benefit of the Indians of the Fort Peck
and Blackfeet Reservations, reported it with an amendment and
submifted a report (No. 175) thereon.

He also, from the same committee, to which was referred the bill
(8. 1834) providing for remodeling, repairing, and improving
the Pawnee Indian school plant, Pawnee, Okla., and providing
an appropriation therefor, reported it with amendments and
submitted a report (No. 176) thereon.

BILLS AND ..IOXNT RESOLUTION INTRODUCED

Bills and a joint resolution were introduced, read the first
time, and, by unanimous consent, the second time, and referred
as follows:

By Mr, WHEELER:

A bill (8. 3107) conferring jurisdiction upon the Court of
Claims to hear, examine, adjudicate, and enter judgment in
any claims which the Flathead Tribe or Nation of Indians of
Montana may have against the United States, and for other
purposes ; to the Committee on Indian Affairs,

By Mr. NORRIS:

A bill (8. 3108) to amend section 2 of the act of June T,
1924 (43 Stat. L. p. 653), as amended by the act of March 3,
1925 (43 Stat. L. p. 1127), entitled “An act to provide for the
protection of forest lands, for the reforestation of denuded
areas, for the extension of national forests, and for other
purposes, in order to promote the continuous production of
timber on lands chiefly suitable therefor™; to the Committee
on Agriculture and Forestry.

By Mr. COPELAND:

A bill (8. 3109) granting an increase of pension to Joseph
P. Carey; to the Committee on Pensions,

By Mr. HALE:

A bill (8. 3110) to authorize certaln officers of the United
States Navy to accept from the Republic of Haiti the medal
of honor and merit; to the Committee on Naval Affairs.

By Mr. FERNALD:

A bill (S, 3111) granting an increase of pension to Emma C.
Fuller (with accompanying papers)’; to the Committee on
Pensions,

By Mr. HARRELD:

A bill (8. 8112) for the relief of the estate of Charles Le Roy,
deceased ; to the Committee on Post Offices and Post Roads.

By Mr. SHEPPARD:

A bill (8. 3113) for the relief of Myron J. Conway, Frank
W. Halsey, et al. (with accompanying papers) ; and

A bill (8. 3114) for the relief of Harry E. Menezes (with
accompanying papers) ; to the Commitiee on Military Affairs.

By Mr. JONES of Washington :

A joint resolution (8. J. Res. 54) to provide for the printing
of the Commerce Yearbook (with an accompanying memo-
random) ; to the Committee on Commerce,

CHANGE OF REFERENCE

On motion of Mr. Ferris, the Committee on the Judiciary
was discharged from the further consideration of the bill
(8. 2885) to establish a laboratory for the study of the
abnormal classes, and it was referred to the Commitfee on
Education and Labor.

AMENDMENT TO AGRICULTURAL APPROFRIATION BILL

Mr. PHIPPS submitted an amendment proposing to increase
the appropriation for soil-fertility investigations into organic
causes of infertility and remedial measures, maintenance of
productivity, properties, and composition of soil humus, and
the transformation and formation of soil humus by soil organ-
fsms, from $52,000 to $72,000, intended to be proposed by him
to Housé bill 8264, the Agricultural Department appropriation
bill, which was referred to the Committee on Appropriations
and ordered to be printed.

PRESIDENTIAL APPROVAL

A message from the President of the United States by Mr.
Latta, one of his secretaries, announced that on the 12th
instant the President had approved and signed the act (8.
1423) to relinquish the title of the United States to the land
in the donation claim of the heirs of J. B. Baudreau, situate
in the county of Jackson, State of Mississippi.
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A CENTURY OF TRANSPORTATION PROBLEMS (8. DOC. NO. 62)

Mr. OVERMAN. Mr. President, out of order I ask unani-

ous consent to have printed as a Senate document an address
El Olyde B. Altchison, of the Interstate Commerce Commission,
on A Century of Transportation Problems.

The PRESIDING OFFICER (Mr. Opoie in the chair). Is
there objectlon? The Chair hears none, and it is so ordered.

TAX REDUCTION

The Senate, as in Committee of the Whole, resumed the con-
gideration of the bill (H. R. 1) to reduce and equalize taxa-
tion, to provide revenue, and for other purposes.

Mr. BORAH. Mr. Preqident I have a telegram to which
1 desire to direct the attention of the Senators who are in
charge of the pending bill. I have not myself examined the
matter and perhaps wounld have some difficulty in ascertaining
the facts with reference to it. The telegram, however, states
that HMouse tax bill, section 203 (e), page 11, has a provision
“which will exempt from taxation dividend that was pald
on electric bond and share stock early in 1925, and also many
other similar dividends.” I ask the Senator from Utah in
charge of the bill, and those who are particularly familiar
with it, to take into consideration this matter, as I shall ecall
it up later,

Mr. SMOOT. Will the Senator from Idaho hand me the
telegram?

Mr. BORAH. - Certainly.

Mr. NORRIS. Mr. President, I send to the Secretary's desk
an amendment, which I offer, and I ask that it may be read.

The PRESIDING OFFICER (Mr. Witiis In the chair).
The amendment proposed by the Senator from Nebraska will
be stated.

The Caigr CLErK. On page 43, after line 13 it is proposed to
ingert the following proviso:

Provided, That the excess value above $5,000 of any gift, bequest,
devise, or inheritance shall be considered and accounted for as gross
income: Provided further, That any gift, bequest, devise, or inheritance
from g husband to his wife or from parent to son or daughter shall not
be considered as gross income except as to the excess of such gift,
bequest, devise, or Inheritance above $30,000.

Mr. SMOOT. Mr. President:

Mr. NORRIS. I yleld to the Senator from Utah.

Mr. SMOOT. I have not a copy of that amendment on my
files.

Mr. NORRIS. I will glve the Senator a copy of the amend-
ment.

Now, Mr. President, I should like to have the attention of
the Senate for a few mmutes in order that I may explain what
this amendment is. The pending bill, commencing on page 41,
under that part of the bill relating to personal income tax.es.
deflnes gross income and tells, first, what ghall be included in
gross ineome, and then gives a list of the items that shall not
be included in gross income. One of those lists is numbered
(3), on page 43, which as proposed to be amended by the
Senate committee reads as follows:

/. (8) The value ot property acquired by gift, bequest, devise, or in-

i'/f
L

heritanee (but the Income from such property shall be included in
gross inconie),

On that page Is an enumeration of the items that shall not

- be included in gross income. It will be noticed that any gift,

devise, or inheritanee, however large or from whatever source,
Iz exempt from personal income tax. It is very appropriate
that there should be such an exemption in the law when gifts,
inheritances, or bequests or whole estates are taxed at some
other place in the law, and, I take it, the main reason why
this exemption is put In—that is, why such items are not to
be included in personal Income-tax returns—Iis because in an-
other place in the present law they are separately taxed, as
the law now on the books taxes estates.

That part of the law having been repealed, there belng no tax
now, so far as the pending bill is concerned, upon gifts, bequests,
devises, or inheritances, it seems to me that the reason for this
exception absolutely fails. Unless some amendment similar to
the one which I have offered is included in the bill, although the
estate tax is repealed, income coming fo i.ntlivlduals either by
gift or by operation of law will go untaxed.

Mr, SIMMONS. T wish to understand the Benator's propos{-
tion. Does the Senator mean to say that if there shall be no
inheritance tax, then the heir or devisee under a will ghall be
required to return as earnings the entire amount he sthl
receive?

Mr. NORRIS, The entire amount that he receives.

Mr. SIMMONS. And pay an income tax upon that as gain?
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Mr. NORRIS. Pay an income tax upon that.

Mr. SIMMONS. Is he to pay an income tax on it as a gain?

Mr, NORRIS. He pays on It as income.

Mr. SIMMONS. He will pay an income tax on it as so much
earned or so much profit arising from his opergtions?

Mr. NORRIS. He will pay it just the same as he pays on any
other item of income; it is income.

Mr. SIMMONS. 1 merely wish to understand the Benator's
proposal.

Mr. NORRIS. Of course it is not earned, and he pays on it
as ineome.

Mr. FLETCHER. Mr. President, do I understand the Sen-
ator’s amendment to mean that he is substituting a succession
tax really in place of an estate tax?

Mr. NORRIS. It has that effect, It would in effect be an
inheritance tax instead of an estate tax. It would not go up
nearly so high as the present estate tax does. It would be
accounted for as gross income; it would be subject to all the
exemptions that the gross income is subject to, and then it
would be taxed like any other income subject also to the exemp-
tiong provided in the amendment in addition to the exemptions
that are provided by law on personal anomes Do I make it
plain now?

Mr, SIMMONS. Does the Senator also mean that if a person
is the recipient of a gift not dependent upon the death of any-
body he shall be required to return that as so much income on
his part and pay a tax on it?

Mr. NORRIS. Yes, sir; that is just what It means, subject,
of course, to the exemptions provided by law. There are ex-
emptions that apply to income in the income tax law. This
would be subject to all of them, because the amount received
would be a part of the gross income, and it would be subject,
in addition to those exemptions, to the exemptions provided in
the amendment itself,

Mr. WALSH. Mr. President——

The PRESIDING OFFICER. Does the Hepator from Ne-
braska yield to the Senator from Montana?

Mr. NORRIS. 1 yield to the Senator.

Mr. WALSH. The Senator from New Mexico [Mr. Joxes]
has proposed an amendment which was to fake the place of
the estate tax, entitled an inheritance tax, which imposes upon
inheritances practically the same rates of tax which are im-
posed by the bill upon incomes generally, and gradunated in the
same way. I take it that the amendment now offered by the
Senator from Nebraska will accomplish practically the same
result as wonld the Jones amendment.

Mr, NORRIS. Yes, sir.

Mr. SMOOT. No; I do not think it would.

Mr, KING. I do not think so.

Mr. NORRIS. - Oh, there will be some difference between the
two, but if the Jones amendment were agreed to and should
become a part of the bill I would not offer my amendment.

Mr. SIAMMONS, The principle is the same.

Mr. NORRIS. Yes.

Mr. SIMMONS. But the tax under the amendment of the
Senator from Nebraska is higher.

Mr. NORRIS. The tax is higher under the Jones amend-
ments :

Mr. SIMMONS. That is not my impression.

Mr. NORRIS. My amendment provides the same rates as
on the income up to the last bracket, so that the rate may
reach 20 per cent.

Mr., SIMMONS. If the Benator. wll.l pardon me——

Mr. NORRIS. By turning to the bill I can teil the Benator
exactly what it would be.

Mr., SIMMONS, I have not read the Jones amendment
recently. The Senator from New Mexico introduced it on
the 24th of January, I think, but I have forgotten it. I
am sure, however, the Jones amendment, like all amendments
of that character, began by levying a very low tax upon
small estafes, and rather a heavy tax upon the larger
estates.

Mr. NORRIB. That is what this does..

Mr. SIMMONS. I do not think that the maximum in the
Jones amendment went very high, but I do not recall the éxact
rates.

Mr. NORRIS. I will ask the Senator from Montana to
tell us. I think he has the Jones amendment before him. -

Mr. WALSH. . I have the Jones amendment before me, and
the rate is 21: per cent upon inheritances above $5,000,000
and it is 11 per cent on inheritances between $1,000,000 and
$2,000,000. It begins at 1 per cent at §50,000

Mr. SIMMONS. Senators will readily see that under the
Jones amendment on inheritances between a million and two
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million the reciplent wonld pay 11 per cent, while under the
revenue law imposing taxes upon individuals if inheritances
were returned as income they would pay at that point, I sup-
pose, a rate of 30-odd per cent.

Mr. NORRIS. What?

Mr. SIMMONS. Thirty-odd per cent,

Mr. NORRIS. No: it never goes above 20 per cent.

Mr. SIMMONS, I mean under the act of 1924, the present
law.

Mr. NORRIS. I am not speaking about the present law.

Mr. SIMMONS. Under the pending bill there would be a

flat tax of 20 per cent, of course.

Mr. NORRIS. Yes; and it would never go above that.

Mr. SIMMONS. That would be 20 per cent against 11 per
cent.

Mr. NORRIS. Yes.

Mr. SIMMONS. Then what I said is true; the rates under
the amendment of the Senaftor from Nebraska are higher.

Mr. NORRIS, All right; I am glad of it. Anybody recelving
a million dollars from a bequest will not be called npon to
pay an unreasonable tax if he pays on the excess of §100,000
20 per cent. A bequest, gift, or devise, with very few exceptions,
comes without any effort on the part of the recipient. That is
especially true of the large gifts. The large inheritances come
without any effort. They come without even the crooking of
a finger. If somebody should die and leave me $1,000,000,
under the bill as it now stands that would be absolutely tax
free. If my amendment were agreed to, the tax on it would
go up gradually, and the excess above $100,000 would pay a
tax of 20 per cent. Would that be a hardship on anybody who
gets something for nothing? Is it right for those who have to
toil and work and then pay an income tax on their savings
that the man who neither toils nor spins should go tax free if
somebody gives him something.

Let us take two men and start them out together. One of
them works. He may be a lawyer; he may be a doctor; he
may be a farmer; he may be a business man; but he toils
night and day, saves his money, and at the end of the year,
let us say, he has a net income of $12,000. He is taxed on it
He has to pay a tax on it

Now, take the other man, who does nothing. He may be a
loafer. He may be 8 perfectly respectable man, but he does
nothing in the way of producing anything for himself or any-
body else. He does not make a cent. He does not do a par-
ticle of work during the year, either with his hands or with
his brain; but some rich man leaves him $12,000 as a pure gift.
That is tax free under this bill. He gets it without the pay-
ment of a penny. Why should not that be part of his income?
Why should he not pay a tax on it the same as the man who
makes a like amount of money by his toll and his labor?

Let us say that a man who 18 operating a mercantile estab-
lishment, running a store in the city of Washington, makes
out of his business $12,000 in a year. He is taxed for it. I
am not complaining about it; but that is the law. I think he
ought to be taxed. That is the law. Ie must pay a tax on
his own energy, on his own efforts. He pays that out of his
net income. Is it right or is it fair to that man that some
other fellow who does not do anything, who lives perhaps on
the income of a parent who is supporting him, and the &ﬁ'ent
dies during the year and gives to this son of his $12,000, gets
it tax free? Can any man defend that? Is there any place
in the world where that kind of a law can be defended? Is
there any justice in that kind of a law? )

Do you say it is a hardship for him to pay the tax? What
about 2 man who works and makes the money? Is It a hard-
ghip oo him? 1f $12,000 came to a man out of thin alr, would
it not be a little easier for him to pay a couple of hundred dol-
lars tax on that $12,000 than for the man who had to earn it?
Would it not be fair that he should, especlally as against the
milliong of men who are paying similar taxes on what they
earn and what they make by their toll?

Suppose the amount is Iarger. Suppose he gets out of thin
air 2 million dollars, Is it any hardship to him to pay 20
per cent on the excess of that million dollars above $100,000,
and a smaller rate running down?

Now, let us take up the man who is pleading for the widow
that we have heard of several times in the debate, whose heart
bleeds for the poor orphan and for the widow. Where will
this amendment leave them?

Suppose the widow gets $100,000. - That is counted as gross
income. In the first place, she has all the exemptions allowed
by law. In the next place, she has an exemption, free of tax,
of $50,000, and a very light tax on what is left, because it only
goes to $100,000. It would not be as much as $50,000, because
other exemptions would come in. There would be, perhaps,
$45,000 that would be taxed at a very low rate, the lowest
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bracket in the Income tax; and if Senators think that exemp-
tlon is not enomgh, I have not any objection to making it
$100,000. I do not want to impose any hardship on the widow.
If she ought to have $100,000 tax free, let us give it to her;
but you do not give it to her tax free if her husband made
that money by hls work and his labor, He pays the income
tax even though he dles before it is actually paid. In that
event it is taken out of his estate before the widow gets it,
and it Is taken out at the same rate at which this amendment
provides that It shall be taken out.

Mr. DILL. Mr, President, will the Senator yleld?

Mr. NORRIS. I yleld to the Senator from Washington.

Mr, DILL. I desire to suggest that this amendment has the
added value of taking ont the estate or inheritance tax of a
State before any Federal burden is placed upon the amount re-
ceived. In other words, a State that has a large estate tax
would take its tax out of the amount received by the widow
or by the devisee or by the person to whom it went before it
would be consldered as income at all.

Mr. NORRIS. Yes.

Mr. DILL. And to that extent the burden of the Federal tax
would be lessened and it would be equalized.

Mr. NORRIS, It would; and, Senators, remember that this
tax wounld be less than an estate tax, even if the rates were
absolutely the same. This does nof tax the whole estate. It
is possible under this amendment for a man with a million-
dollar estate to escape taxation entirely if it Is divided up into
small enough amounts to come within the exemption.

The point made by the Senator from Washington ought to
receive consideration here. And right along that line I want
to call your attention to the fact that if we had a 20 per cent
estate tax that applied to all the estate, and we repealed it
and provided, as this amendment does, in a case where a man,
let us say, had $100,000, and he divided it up among four chil-
dren and gave them $25,000 each, they would all be free from
tax. If we had an estate tax it would tax the estate, and
because of its size It would get up into the larger brackets:
but in the case I have put, where an estate of $100,000 is
divided into four equal parts, each of those parts would be
entirely tax free.

Suggose a man dies with an estate of $150,000, and he has
five children and a wife, and suppose he gives to the wife
$50,000 and he divides the $100,000 up among the five children.
That would give each one of them $20,000. How would that
work ont? ey would all be free from tax, because the
exemption provided in this amendment is not only 250,000 to
the wife but $50,000 to every child,

Let us take a larger estate. Suppose the man died leaving
$200,000, and suppose he gave his wife £50,000. That would
leave $150,000. Let us suppose that he had three children,
and he gave each one of them $50,000. They would not pay
a cent tax—not one penny—under this ameudment, It would
all be exempt.

Personally, I do not think those exemptions ought to be so
liberal, because I think the money ought to be accounted for
ag income and ought to take the same exemptions that every-
body else has to take in his income tax. But if it is liberality
you want, and if there is not enough liberality here, and there
is any objectlon to an exemption of $50,000 to the widow on
the ground that it 1s too small, let us exempt her to the amount
of $100,000. I think that meefs the widow and the orphan
argument.

When we get up into the big estates, $10,000,000 or $40-,
000,000, if we had an estate tax it would be levied on the entire
amount; but in this case iIf the man had seven or eight chll-
dren with a $1,000,000 estate he would divide it up into amounts
that would be somewhere near $100,000 apiece, perhaps.

If the bequests were to his children in each case, $50,000
would be exempt, and only £50,000 would pay an Income tax at
the very lowest rate in the lowest bracket; and If each one of
these heirs that got £100,000 had five children they would be
entitled to the exemption for every child. If each one had a
wife, they would be entitled to the exemption for the wife.
They would be entitled to the flat exemption provided for in
this bill. =

I should like to have Senafors, I should like tn have anybody,
polnt out the injustice of this, I should like to have somebody
rise here and tell where this wounld be a hardship upon any-
body. I should like to have anybody, If there is an argument
against it, tell why the man who makes an Income by his labor
and his toll should be taxed, while the man who geis it for
nothing should go scot-free, without any taxation.

But that is not all. This amendment wonld raise a good
deal of revenue, I can not say how much it would raise. I
have made no computation. It has been difficnlt-to say, becanse
I presume the experience of the estate tax law that we have
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had would not be much of a gulde here, because this would
be much less. The rate would be-much less, because it is
figured on amounts that are always smaller ; but it would raise
8 large amount of revenue.
Mr SMOOT. A quarter of a million dollars
. NORRIS. A qguarter of a million dollars in a year?

l{r. SMOOT. Not more than that, :

Mr. NORRIS. The Benator from Utah says it would ralsa a
guarter of a million dollars. I think it would raise several
million dollars, but I am going to take his figure now. Sup-
pose it raised only a quarter of a milllon dollars. With very
few exceptions it comes from people who are getting something
for nothing. Why should they not pay? Why, that is a baga-
telle. My own idea is that it would raise several million dol-
lars. It would help to relieve some of the taxes that have been
excluded from this bill. Secretary Mellon, I understand, says
that we have reduced so many taxes that there will be a deficit
next year, or words to that effect. This will help to relieve it,
and it will come from a source where there will never be any
agony, where there will never be any effort, where there will
never he any hardship, in the payment of the light tax that
this amendment imposes.

Mr. President, I am not golng to take up the time of the
Senate unless some one ean produce here something in the
way of an objection to this kind of a tax. I have not heard
any. I do not belleve that any can be produced. For the
present I yield the floor, in the hope that if there is any
valid and good objection to this amendment, somebody will
state it.

Mr., SMOOT. Mr. President, Just a word.

The Senator from Nebraska says this is no hardship;
that these amounts will escape taxation unless we adopt this
amendment. Why, Mr. President, if this amendment Is
adopted we will be imposing triple taxation. The man who
made the money, as long as he was alive, was taxed on all of
hig income. The money that he gets is taxed under the law
to-day.

Mr. NORRIS.
question?

Mr. SMOOT. Yes.

Mr. NORRIS. Suppose he made his money by the invest-
ment of his estate in tax-exempt securities?

AMr. SMOOT. Well, that may be one case where he would
not be taxed.

Mr. NORRIS. All right. There has been a good deal said
by those who are opposing high® income: taxes to the effect
that they drive money into tax-free securities and it thus
escapes taxation. That would not apply here.. Then, another
thing, if the Senator will permit me: He says this is not only
double but triple taxation. i

Mr. SMOOT, Yes.

Mr. NORRIS. The same thing that the Senator has said
about the inheritance tax or estate tax will apply to every
inheritance tax and every estate tax that we have ever had.

Mr. SMOOT. It goes further in this respect. The gift tax
was never thought of or imposed at a time when there was
an estate tax. The gift tax was put into the law for the
purpose of preventing the evasion of estate taxes by giving the
money away. That is the object of a gift tax. If we have
no estate tax, there is no reason why the gift tax should be on
the statute books. All we have to do i8 to disagree to the
estate tax. Then the House provision will be passed, and
that is provided for in the House text in these words:

Where within two years prior to hls death and without such a
consideration the decedent has made a transfer or transfers by trust
or otherwise, of any of hils property, or an interest therein, not ad-
mitted or shown to have been made In confemplation of or intended
to take effect In possession or enjoyment at or after his death, and the
value or aggregate value, at the time of such death, of the property
or Interest so transferred to any ome person is in excess of $5,000, then,
to the extent of such excess, such transfer or transfers shall be deemed
and held to have been made In contemplation of death within the
meaning of this title,

Mr. NORRIS. May I interrupt the Senator again?

Mr, SMOOT. Certainly.

Mr. NORRIS. Does the Senafor think that is an argnment
against this amendment? Nobody expects that when the bill
goes to conference this amendment and the House provision
taxing inheritances will both remain in the bill. As 1 said
“frankly, if we had an estate tax, taxing this money otherwise,
or an inheritance tax, taxing it otherwise, I would not offer
the amendment.

Mr. SMOOT. If we do not have an estate tax, then there
i8 no necessity for the gift tax.

Mr, President, may I ask the Senator a
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Mr. NORRIS. Yes; there Is just as much reason. Parties
ean avoid this tax by a gift, if it is not included, just-the
same as in the case of an estate tax. The point I want to
make is this, if the Senator will permit me, that he has called
atténtion to what is in the bill as if passed the House. We do
not expect both these provisions to remain in the bill. :

Mr. SMOOT. I called it to the attention of the Senate
because of the fact that if there is no estate tax there is no
reason for a gift tax. ;

Mr. NORRIS. There is a reason for a gift tax if there Is
an estate or an inheritance tax. This provision is in the
nature of an inberitance tax, and therefore a gift tax is just
as necessary as though it were &n estate tax. Besldes——

Mr. SMOOT, I will ask the Senator to wait until I answer
his questlom

Mr, NORRIS. I beg the Senator's pardon; I do not want to
intrude on his time,”

Mr. SMOOT. The Senator knows very well that I have no
objection to his interrupting me.

The Senate of the United States, through its action, has de-
cided that there should be no estate tax, and in that actlon it
has stricken from the bill as It passed the House the provision
I -have just read. When it goes into conference it will be a
part of the bill

Mr, DILL. Mr. President, is the Senator arguing against
the amendment offered by the Senator from Nebraska on the
theory that the conference is going to adopt the House pro-
vision?

Mr. SMOOT. No. If the Senator will permit, I want to
answer the question of the Senator from Nebraska. I say
this is triple taxation, and I want to show that i{ is. v

Mr. DILL. The Senator was stating, as a reason for not
adopting the amendment, the faet that the House provision
might be adopted in conference. Is the Senator now saying
that the Senate conferees will accept the House provislon?

AMr. SMOOT. I did not say any such thing.

Mr. DILL. “Then why present it as an argument?

Mr. SMOOT. I said that if they did, the House provision
would take care of gifts, but if they did not acecept it, there
was no need of the gift tax.

Mr. NORRIS. Will not the Senator concede that there is
necessity for a giff tax if we have an inheritance tax?

; Mil' BMOOT. No; I do not think there is the least reason
or t.

Mr. NORRIS. Then the Senator would permit anyone to
evade the payment of an inheritance tax entirely .by simply
making gifts.

Mr., SMOOT. - If there were no inheritance tax, there would
be no need of it.

Mr. NORRIS. I admit that; if there is neither an estate
tax nor an inheritance tax, then we do not want any gift tax.
I concede that. .

Mr. SMOOT. That is just my position,

Mr. NORRIS. But if this amendment goes into the bill, we
will have something in the nature of an Inheritance tax, and
the gift tax must remain in the bill to make it effective.

Mr. SMOOT. If the Senate provision shall be disagreed to
in conference, as I said before, then, of course, the House
provision taking care of this tax will be in the law.

Mr. REED of Pennsylvania. Mr. President, will the Sen-
ator permit a suggestion?

Mr. SMOOT. Certainly.

Mr. REED of Pennsylvania, I think both the Senators are
forgetting that gifts which are made to defeat the inheritance
tax are perfectly well dealt with without any gift tax. That
provision is very liberal in the inhertance tax law that is now
in effect. A gift made to defeat the Inheritance tax is clearly
caught by that. We do not need a gift tax to acecomplish it.

Mr. KING. Mr. President, will my colleague yield?

The PRESIDING OFFICER. Does the Senator from Utah
yleld to his colleague?

Mr. BMOOT. I yield.

Mr. KING. To see if I understand the Senator from Ne-
braska, permit me to ask this question: If we eliminate from
the bill all estate tnxes and all inheritance taxes, so that if a
man should die the next day after the passage of the bill his
estate would pay no tax on his estate, and there would be no
inheritance tax. I do not quite follow the Senator in saying
that the bill takes care of gifts in futuro.

Mr. REED of Pennsylvania. I did not mean to say that.
What I mean to say is that the present inheritance tax law,
which is in effeet at this minute, is so reenforced by the pro-
vision relating to gifts made in contemplation of death that
the gift tax is really unnecessary, even under the present law.
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If the Senate has to recede on its repeal of the estate tax—
and I do not for one minute admit that I think that is
probable——

Mr, KING. I hope the Senate conferees will be compelled
to recede,

Mr. REED of Pennsylvanin. The Senator is welcome to his
hopes, and he knows mine are directly contrary to his. ' 1 hope
the conferees of the Senate will stand sdamant against any
yielding on that point. But if they have to yield, then gifts
in contemplation of death are adeguately dealt with in the
text of the House,

Mr. SMOOT. That is exactly what I stated.

M. KING, May I ask my colleague a question, and it is
really a reply to the Senator from Pennsylvania? Assume
that we agree to the amendment offered by the Senator from
Nebriska, and in conference the conferees have before them,
first, the disagreeing vote of the Senate on the House provi-
slon, and have also the amendment offered by the Senator
from Nebraska, the whole subject will be there before the con-
ferees; and If the conferces recommend a recession from the
action of the Senate and the acceptance of the House provision,
necessarily the amendment offered by the Senator from Ne-
braska would also go out, and we would revert fo the House
provision; whereas if we accepted the actlon of the Finance
Committee in rejecting the House provision, we might fall
back upon, and the House might accept, the amendment offered
by the Senator from Nebraska.

Mr. SMOOT. But the Senator from Nebraska himself ad-
mits that there is no necessity of it in that case, and why
undertake to put in the bill something which we know is
going to do no good?

Mr. KING. I do not quite follow the Senator from Nebraska
in making that broad admission.

Mr. SMOOT. I think the Semator from Nebraska ls abso-
lutely correct.

* Mr. LENROOT. The Sengtor from Nebraska includes in-
heritances in his amendment?

Mr. NORRIS. Yes; of course I do.

Mr. SMOOT. I understood the Senator from Nebraska to
say that if there were no estate tax there would be no neces-
gity for a gift tax.

Mr. NORRIS. If there is no estate tax and no inherltance
tax.

Alr, SMOOT. It is the same thing,

Mr. NORRIS. In other words, if the provision of the House
is wiped out in conference, as we wiped It out in the Senate,
and this amendment s defeated here, then there will be in the
bill nelther inheritance tax nor estate tax, and there will be
no need for a gift tax.

Mr. BMOOT. There is no need of a gift tax.

Mr. NORRIS. Bnut there is just as much reason for a gift
tax with this provision in as there would be for a gift tax
with the House provision in.

Mr. SMOOT. I said that this amendment is triple taxation,
and I want to explain it.

Mr. HOWELL. Mr, President, will the Senator yield?

Mr. SMOOT. Just wait until I explain that, and then I
will yield.

First, the man who mekes the money, while he {8 making it,
pays a tax upon every penny of his income, If that money
comes to an individual through a bequest or by inheritance,
then the one who receives the money is taxed by the State.
There are only three States in the Union which are not In a
position to impose such a tax.

Mr. NORRIS. This amendment does not tax the man who
made the money. ~i-

Mr. SMOOT. But he has already been taxed upon the money
which he gives away.

Mr. NORRIS. No.

Mr. SMOOT. On every dollar he makes.

Mr. NORRIS. He pays a tax just as anybody else does.

Mr. SMOOT. Certainly; he is taxed.

Mr, NORRIS. We are proposing to tax the man who gets
it, and gets it for nothlng.

Mr. SMOOT. But the State does that. The State taxes
him, g

Mr. DILL. Not all the States.

Mr. SMOOT. With the exception of threa.

Mr. DILL. Well, there are those three,

Mr. SMOOT. We are not legislating for three States. That
is a matter for the Btates to decide, But practically ua.u the
States are taxing estates. Under the amendment, it is
agreed to, we have the third tax to be imposed, and I do not
think that Is justified.
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Mr. DILL. The Senator will agree that that 13 not in
addition to what the inheritance tax would be. The Senator's
argument applles to the Federal inherltance tax in the same
way.

Mr. HOWELL. ' Mr. President, T want to ask the Senator
a guestion. How long ago did the majority of the States
adopt the inheritance tax? :

Mr., SMOOT. I do not know which Btate has most recently
passed such a tax law.

Mr, HOWELL. I mean the earliest State.

: }i[;;&i REED of Pennsylvania. Pennsylvania adopted one
n :

Mr, HOWELL. Has it been in constant effect since that
time?

Mr. REED of Pennsylvania. Yes.

Mf., DILL. I may say to the Senator that the Federal
Government had an inheritance tax in 1797.

Mr. HOWELL. But that was repealed subsequently.

Mr. SMOOT. Of course, it was a war measure, and during
every war we have had from that time down to this date we
have always had an estate or inheritance tax, and I say to
the Senator that we always will have one whenever we are
in war.

Mr. DILL. We ought to have one until the war debt is
pald.

Mr. HOWELL. I want to call the attention of the Senator
from Utah to the fact that there are thousands of estates
in- this country to-day that were not earned by the present
beneficiaries. =

Mr., SMOOT. But those estates have been paying right
along on the income from the estates.

Mr. HOWELL. True, but I am talking about the principal.
The prineipal was inherited before we proceeded to levy an
income tax and an inheritance tax. erefore, there are
thousands of estates In the country which would not suffer
triple taxation if a provislon such as the amcndment. pre-
sented by my colleague were adopted.

Mr. SMOOT. The third step in taxation is when the estate
fs transferred to the party receiving it. There is no doubt
about that at all.

Mr. HOWELL. But the Senafor is stressing the ldea that
becanse of national estate taxes, income taxes, and so on, there
would be triple taxation.

Mr. SMOOT. Outside of the income tax. I am speaking

" only of the tax first pald by the man himself, or the woman,

or whoever it may be; then, when the estate is settled, the
State in which the decedent lives imposes a tax. That is the
second tax. Now, if this amendment shall be adopted, there
will be a third tax.

Mr. HOWELL. I know that in the State of Nebraska inher-
itance taxes have only recently been imposed, and I think that
is true of a majority of the States of the Union. There are
thousands of estates in this country in the hands of individ-
uals who have not increased the estates, who have even de-
creased them, and yet they will be passed on, and those who
receive the estates will not pay a dollar into the United States
Treasury.

Mr. NORRIS. Will the Senator yleld to me for a suggestion?

Mr. HOWELL. Certainly.

Mr. NORRIS. The only argument on this proposition which
the Senator from Utah has made is against any Inherilance
or estate taxes, elther by a State or by the Federal Gov-
ernment.

Mr. SMOOT, I did not refer to such a tax imposed by a
State at all. .

Mr. NORRIS. I know the Senator did not, but his argn-
ment will applg fo every estate tax and every inheritance tax
levied by any State in the Union.

Mr. BMOOT. It does not apply at all, becanse that is not
a tax in the third degree.

Mr. NORRIS. After all, those people who are now flooding
the country with propaganda against a Federal inherltance tax
law, and using the argument that the States want to use that
kind of a law to raise revenue, are in reality behind a proposi-
tion, whether they know it or not, to ellminate all taxes of
that kind, either Btate or Federal

Mr. HOWELL. I think there is no question about that.

Mr. LENROOT. Mr. President, I rise for information. I
have never been quite able to understand the theory upon which
a gift, wholly apart from the question of estate or inheritance
tax, should not be taxed. To illustrate: A man may sell to
another a piece of property to-day for $1,000. The next day
the vendee may sell that property for $101,000, and he will have
to account for §100,000 and pay a tax of $12,500. But if the
vendor, instead of selling it for $1,000, should give it to the
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other man and the other man should sell it for $101,000, he
would pay not one penny of tax.

Mr. REED of Pennsylvania. Mr. President, will the Senator
yield?

Mr. LENROOT. Certainly.

Mr. REED of Pennsylvania. The tax law at present pro-
vides very clearly in the capital account provision that the
donee pays the same tex as if the donor sold at his price.
In other words, he is charged with the galn between the cost
to the donor and the selling price of the donee.

Mr. LENROOT. Do they value then every piece of prop-
erty when sold and ascertain the gain only between the value
of the property and the selling price, and not upon the basis
of cost?

Mr. REED of Pennsylvania. No; perhaps the Senator did
not understand me. Where the properiy is sold by a donee he
must pay a tax on the capital gein, which Is calculated as the
difference between his sale price and his donor's cost price or
the March 1, 1918, value.

Mr. LENROOT. We will take
donor has inherlted? i

Mr. REED of Pennsylvania. Then the value at the instant
of the inheritance fixes the cost to the donor. That is his
capital allowance.

Mr. LENROOT. I was not clear upon that point, and that is
what I wished o ascertain.

Mr. KING. Mr. President, may I inquire of the Senator
from Pennsylvania if the principle for which he is contending
will continue under the present law?

Mr. REED of Pennsylvania. It is not a principle for which
I am contending. It is a clause in the income tax law, which
is in the present law and is continued by the House, and we
have concurred in it. It will continue in effect.

Mr. KING. Suppose the property has been acquired since
1913. Suppose it was acquired yesterday. For instance, sup-
pose I acquired a piece of property yesterday by gift and I
glve it to-day to the Senator from Pennsylvania. What tax do
I pay and what tax does the Senator pay?

Mr. REED of Pennsylvania. The Senator from Utah would
pay no tax at all unless under the gift-tax provision.

Mr. KING. I am assuming that that is eliminated.

Mr. REED of Pennsylvania. If I were to sell it I would
relate back my cost value to the Senator’s donor’s original cost.
A serles of gifis does not change it. It back to the first
cost, to the man who first gave value for it.

Mr. KING. With a multiplicity of transactions, the numer-
ous transfers of personal and real estate, particularly in cities
such as New York, where transfers of the same piece of prop-
erty are two or three in the course of a week, does not the
Senator see that when three or four or five or six years have
gone by we lose track of the original cost price, and It is ab-
solutely impossible, unless we have proofs upon every person
and a personnel far in excess of any that we now have, to go
back to the original transferor and the original transferee?

Mr. REED of Pennsylvania, The transfers that take piace
g0 often are not gifts. Those are sales In the market, and
every one of them establishes a new cost basis for the purpose
of calculating capital gain. Property is not given two or three
times in a week, although real-estate speculators frequently
gell it that often. As a matter of practice—and the eating of
the pudding after all is the test—the Bureau of Internal Rev-
enue does not have any trouble in enforcing the provision.

Mr. KING. I can not conceive of its being so easily enforced.
My opinion is—and that opinion was confirmed by the rather
superficial view which we were able fo give to real-estate
transactions in the Conzens committee—that the provision had
lost money to the Government through such real-estate fransac-
tions, whether we denominate them gifts In some Instances or
gales in other instances.

Mr. REED of Pennsylvania. The greatest loss comes from
the division of property between husband and wife. F.believe
we would increase the yield from fhe income tax 10 pgér cent
if we would put through such a provision as the House adopted
In 1921, requiring all husbands and all wives to consolidate
their returns. That is the source of the greatest evasion of the
Income tax to-day. It is infinitely worse than the evasion
through tax-exempt securities.- Regardless of the local law,
whether it is a community State like Louisiana or an old
common-law Btate like Florlda, where everything the wife has
belongs to the husband, If I were writing the law freely, 1
would require every husband and wife to consolidate their
returns. :

Mr. DILL. Mr. President, T was very much Interested in
the objection whieh the Senator from Utah [Mr. Ssmoor] raised
to the amendment proposed by the Senator from Nebraska
[Mr. Norris], because it showed what was in his mind,

this case then: Suppose a
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as well as in the mind of the Senator from Pennsylvania [Mr,
Reen]. They immediately opposed it on the ground that the
House provision for an inheritance tax would make this an
additional kind of fax.

Mr. SMOOT. Estate tax, not inheritance tax.

Mr. DILL. All of which indicates that they have now in
mind that they will have to accede to the inheritance-tax pro-
vision of the House. In other words, they are thinking now
in térms of what the condition of the bill will be when it comes
back from conference, and I can not help remarking about it,
because it shows that the fear of not having enough revenue
iz not well grounded. In other words, the fear that is ex-
pressed that there will not be enough revenune out of the bill
because of euntting off the automobile tax and the admissions
tax is not a serious guestion. The Senators realize that the
House is going to insist upon the inheritance-tax provision,
and they are thinking in their own minds that they will prob-
ably be compelled to accept it. Of course, the Senator from
Pennsylvania said he wanted the Senate conferees to stand
adamant, but he knows that time is the essence of the situa-
tion, and that rather than stand out too long they will accept
the provision.

Mr. REED of Pennsylvania. The House iIs just as anxious .
to have a tax bill as is the Senate.

Mr, DILL. And the House is much more anxious to have an
inheritance tax than the Senate is opposed to having it.

Mr. REED of Pennsylvania. And the Senate is just as able
to stand pat as is the House.

Mr, DILL. I do not think, with due deference to the
adamant attitude of the conferees on the part of the Senate,
that they will stand out very long against the House,

Mr. SMOOT. That is merely the Senator's opinion.

Mr. DILL. Yes; it is the Senator’s opinion, and I think it
will be borne out when the conference report comes back.

I want to say a word about the justice of the amendment
proposed by the Senator from Nebraska, I recognize, as I
think everyone must recognize, that a straight inberitance
tax i{s hardly justice to some States that have a very high
State inheritance tax. For instance, my own State has a very
high inheritance tax on inheritances over $500.000. To leave
the same estate or inheritance tax upon the estates in my
State as compared with a State like Florida, which has none
at all, does seem a heavy burden to place upon my BState.
The amendment offered by the Senator from Nebraska would
seem to meet that situation. According to the amendment pro-
posed by the Senator from Nebraska, the recipient of an in-
heritance will not be required to turn in as income the in-
heritance or estate tax that has been taken out by the Btate
authorities, and thus there will be equalized the taxes that are
to be paid by the recipients of the inheritance under this kind
of an amendment, a condition that would not exist under the
ordinary inheritance-tax provision.

The Benator from Utah [Mr. Swmoor], who is extremely
clever in creating arguments in defense of his bill, said this
would be triple taxation, and then he proceeded to add up
different kinds of taxes. While he did that I was thinking
of the multiple taxation that we are paying in the country,
not In the form of estate taxes, either. I was thinking of
the multiple taxation that I pald, for instance, on the suit of
clothes that I wear, the multiple taxation that i{s pyramided
in the form of tariff taxes in the counfry, not only upon all
goods that are imported but all of the tariff-protected arti-
cles made by domestic concerns. We not only pay the tariff
tax, but to every hand through which it passes we pay an
additional tax in the form of a profit made by the man who
handles it.

The Senator Is greatly concerned about what he ecalls a
triple tax on the great estates that run into the milllons, but
he has no interest in the multiple taxation that falls upon
the great mass of the people of the country by virtue of an
unjust tariff tax.

The opposition to the amendment of the Senator from
Nebraska simply shows that those in charge of the bill are
determined, if they can, to prevent great wealth bearing any
additional tax at all. That is all 1t shows. They are opposed
to any kind of a tax that would reach those who receive the
great inheritances. There is no tax less burdensome than the
tax upon the money that goes to a man by descent or by will
or by gift. He does absolutely nothing for it except to await
the operation of law. When he lives under a government,
when he lives in a country in which society is so organized
that by the mere operation of law literally thousands and
millions of dollars ean come to him without effort, in the face
of the great war debt upon us and the necessity for raising
the billions of dollars that must be raised, I can not under-
stand the spirit of justice that dominates a man’s mind who
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would continue to tax the small income, continue to tax the
things that are needed in every-day life, and take the tax off
of the very large fortunes.

Mr. President, I have no doubt but that the amendment
of the Senator from Nebraska will be voted down. There is
no desire here to discuss this form of taxation. There is
only a purpose here to relieve the great estates and the
great incomes of the country.

The Benator from Utah said that we had an inheritance
tax in time of war. Does he not realize that to-day we are
paying $1,250,000,000 in interest on the war debt alone? The
Senator from Utah ghakes his head.

Mr. SMOOT. Yes; I shake my head because we are not
paying that much. The Senator said we are paying $1,250,-
000,000. We are paying $820,000,000. $

Mr. DILL. I am glad it has been cut down so much. That
is as much as we were spending to run the whole Government
before the war.

Mr. SMOOT. Certainly, and the Senator 1is no more
anxious to get the debt paid than I am,

Mr, DILL. No; but I am more anxious that it shall be pald
by great wealih, by the men who have accumulated millions,

.than I am that the millions of people shall pay it in small
amounts.

Mr. SMOOT. There are only four million-odd people who
have any tax to pay at all.

Mr. DILL. That is true, and those 4,500,000 have such a
large part of the money of the country that they ought to
pay even a greater llj:f centage than they do.

Mr. McLEAN. President, will the Senator permit an
interruption?

Mr, DILL. Certainly.

Mr. McLEAN. I have had prepared a statement by the

experts of the Treasury Department indicating the total in-
come for 1926 and what proportion goes to those who pay a
very large percentage of the tax, and I should like to quote
from just one paragraph,

The total individual income of all the people—those making
returns and those not—will be for 1926 about $50,000,000,000.
That received by those whose net Incomes are in excess of
$10,000 will be about $5,600,000,000.

Mr. DILL. I did not catch the last statement of the Sena-
tor from Connecticut.

Mr. McLEAN. The statement is that the proportion of the
incomes received by those whose incomes are in excess of
$10,000 will be about $5,400,000,000; that is, about 99% per
cent of the entire population of the United States, with about
88 per cent of the entire net income, pays less than 10 per
cent qf the entire Income tax, and about one-guarter of 1 per
cent of the population, with about 12 per cent of the net
income, pays over 90 per cent of the tax.

In other words, Mr. President—

Mr. DILI. Will the Senator give us the number of those
who get more than $10,000 a year and how many people ac-
tually pay taxes on Incomes in excess of that amount?

Mr. EchEAN. I do not remember the exact number; per-
haps 300,000,

r. REED of Pennsylvania. To what tax does the Benator
from Connecticut refer—the surtax?

Mr. McLEAN. The entire Income tax,

Mr. DILL. The Senator is giving the percentages, and I
want to understand his figures.

Mr. SIMMONS. Under the present law, I want to say to
the Senator, about 7,000,000 people file returns,

Mr. McLEAN. I am referring now to those who have in-
comes in excess of $10,000,

Mr. SIMMONS. Under this bill the number will be about
three milllon and a half less, because of the reduction in the
taxes.

Mr. McLEAN. I will complete now the percentages which I
am stating, if the Benator will permit me to conclude.

Mr. KING. May I suggest that the Benator shall not over-
look the fact that 2 per cent or actually less of the people
own more than 50 per cent of the wealth.

Mr. McLEAN. That is not the point I am discussing. I
think the Senator's statement is Incorrect. I am talking now
about the number of people who receive the national income
and the percentage that goes to those whose income is less
than $10,000. YWe have fifty billions of income in 1926. How
much of it is received by people whose incomes are less than
$10,0007

Mr. DILL. And how many pay taxes on incomes in excess
of $10,000%7

Mr. REED of Pennsylvania. I will give the exact figures.
In 1923 the number was 228,267,
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Mr. NORRIS. The Senator from Connecticut refers to those
receiving that income. Does he mean those who pay the tax?

Mr. McLEAN. I refer to those who pay the tax.

Mr. REED of Pennsylvania. The number of all the income-
tax payers is 7,698,321,

Mr. DILL. That is the number of returns?
ml\(llr. REED of Pennsylvania. That is the number of returns

ed.

Mr. DILL. And there are about 5,000,000 taxpayers.

Mr. McLEAN. If I may complete this statement I do not
care further to interrupt the Senator from Washington, Of
$50,000,000,000 total income $44,600,000,000 is recelved by
those whose incomes are less than $10,000, and $5,400,000,000
is received by those whose incomes are In excess of £10,000.

It does not seem to me that that is such an unfair distribu-
tion of the national income as the Senator would imply.

Mr. DILL. The Senator from Connecticut quotes figures to
show that about 200,000 of 115,000,000 people are paying taxes
on five billions of income, as I get his figures, My complaint
is that those 200,000 people have such a disproportionate part
of the country’s wealth and have such a tremendons power
over the other 114,800,000 people because of that wealth that
they can better afford to pay a larger percentage of the $35,000,-
000,000, which they have obtained largely by exploitation of
the other 114,800,000, than can the common people pay on the
incomes they receive. s

There is no question but that a few men are collecting enor-
mous incomes. Itis true that they are paying the taxes on them:
but all I am asking and all that others who agree with me are
asking is that these immense fortunes—many of them obtained
by unfalr practices, manf of them built up by specia]l privi-
leges under the law—shall be used in part when those who own
them are done with them to pay off the enormous debt that
was heaped on us during the World War.
ﬂME. McLEAN., Will the Senator permit another interrup-

on?

Mr. DILL, Yes.

Mr. MCLEAN. Two hundred and thirty thousand people pay
00 per cent of the total income tax.

Mr. DILL. Yes.

Mr. NORRIS. Will the Senator give those flgures again
where he referred to 12 per cent?

Mr. McLEAN. About one-fourth of 1 per cent of the popu-
lation, with about 12 per cent of the net income, pays 90 per
cent of the tax. I think we are taxing them pretty well under
existing circumstances.

Mr. DILL. The Senator is quoting the flgures of the in-
heritance taxes we have had and of the high brackets of the
income taxes we have had; but this bill proposes to remove
those taxes.

Mr. SMOOT., This bill proposes just the other way, to re-
lieve 2,350,000 people from all taxes.

Mr. DILL. Who only pay $20,000,000.

M]!;' SMOOT. Then the percentage will be changed that
much,

Mr. McLEAN. The estimates I have given are based on the
income taxes imposed in the pending bill.

Mr. DILL. I understood the Senator to be referring to what
had been the case.

Mr. McLEAN. I am talking about what will happen If this
bill shall pass; and I should like to repeat, if the Senator will
permit me, that out of $50,000,000,000 income received by the
American people $44,600,000,000 of it goes to people who receive
less than $10,000 a year.

Mr. NORRIS. I should like to understand that.

Mr. McLEAN. That much of the total national income 18
paid to those who receive less than $10,000.

Mr. NORRIS. The Senator does not mean to say that the
men who have big incomes pay their incomes to those who
have little incomes; does he? I want to get the idea of the
Senators

Mr. McLEAN. I will try to make it plain.

Mr. NORRIS. I hope so.

Mr. McLEAN. Because I think these figures are rather
interesting,

Mr, NORRIS. Yes: they are. And I am golng to analyze
them when I get the floor again.

Mr. McLEAN. I assume they are fairly correct, because they
were given to me by the gentiemen who make it a business to
make these estimates, and they may be considered as fairly
accurate.

The total income of the American people in 1926 will be
£50,000,000,000, and of that sum $44,600,000,000 will be received
by people whose incomes are less than £10,000. The remainder,
§5,400,000,000, will be recelved by those whose incomes are in
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excess of $10,000. That leaves about one-quarter of 1 per
cent of the population, who get about 12 per cent of the in-
come, and they pay 90 per cent of the income tax.

Mr. DILL. Onefourth of 1 per cent of the population re-
ceive 12 per cent of the income?

Mr. McLLEAN. They receive 12 per cent of the net income,
and they pay 90 per cent of the income tax.

Mr. NORRIS. Mr. President, may I interrupt the Senator
from Washington?

Mr. DILL. Yes, sir.

Mr. NORRIS. I want to ask the Senator from Washington
if he does not think that the figures just given practically
demonstrate that we are already coming to the point where the
wealth of the country is being concentrated In a few bands?

Mr. DILL, If I had searched for an argument in behalf
of taxing great concentrated wealth, T could not have found
any better one than the Senator from Connecticut has fur-
nished to me. When we have reached the stage in this coun-
try of concentrated eapital to the extent that such a few men
have such a tremendons income, while all the rest of the 114,-
000,000 have the remainder——

Mr. SMOOT. Do babies have Incomes?

Mr. DILL. Babies are a heavy expense on the men who
receive the incomes.

Mr. SMOOT. That is not what the Senator said.

Mr, DILL. I am thinking of the bables of the poor people
whose incomes are under $£1,500 and $2,000 a year. I am
thinking of the burden that is laid on the families who can
not take proper care of their babies; and I want, so far as I
can, to have legislation enacted that will burden the men with
the millions rather than burden the millions who have no
money at all.

Mr. NORRIS. What right has the Senator to think of those
people? He ought to think of those who have incomes of over
$100,000, who are especlally favored by this bill.

Mr. DILL. I recognize that to speak of this is lese majeste,
go far as those who wrote this bill are concerned; but I dare
to think of them, and I dare to talk for them, because they do
not get enough attention in this Chamber.

Mr. HOWELL. Mr. President——

The VICE PRESIDENT. Does the Senator from Washing-
ton yleld to the Senator from Nebraska?

Mr. DILL. I yleld.

Mr. HOWELL. I think in connection with the figures which
have been given that this fact should be kept in mind, namely,
that 5,694 taxpayers, according to the 1925 returns, enjoyed
incomes of $100,000 or more; that this class receive a redue-
tion of income taxes of $120,500,000; and that all the re-
mainder of the people of the United States receive a redue-
tion in income taxes of but $98,500,000.

Furthermore, the estates of those who belonged to this
class In life will be relieved of $90,000,000 this year out of a
reduction of $150,000,000; in other words, 5,604 taxpayers,
or the class to which they belonged, will enjoy a reduction of
estate taxes to the extent of $90,000,000, while all the re-
mainder of the people enjoy a reduction to the extent of
- £60,000,000.

Mr. SIMMONS, What is the Senator talking about? Is

he talking about the income-tax reductions?
. Mr. HOWELL. No; I am talking now about estate taxes.
Furthermore, under this bill rebates go to those who have
paid estate taxes or who owe deferred payments fo the extent
of $100,000,000, and $60,000,000 of that amount goes to those
who belonged to this 5,694 class in life.

Then, as to the gift taxes, about four and one-half million
dollars were paid by that class; but those taxes are to be re-
pealed, so that to this class of 5,694 the total redunction under
this bill amounts to $275,000.000, while to all the remainder
of the people of the United States but $201,500,000.

Mr. SIMMONS. Mr. President, the Senator is talking about
the taxpayers under the income tax and applying the number
of income taxpayers to the inheritance taxpayers,

Mr. HOWELL. Mr. President, I went into the statisties
of the inheritance taxes, and I found the percentage that had
been paid by estates, the owners of which in life were in that
5,694 class. That is upon what my estimates are based. I
stated the other day that this was a millionaire tax bill; it
fs a multimillionaire tax bill, and it will go down in history
as such, at least as it passes the Senate.

Mr. McLEAN. It is, in the sense that they pay the greater
percentage of the income tax.

Mr. SIMMONS. Mr. President, the Senator's figures are
right as to the number of taxpayers if he is talking about the
income-tax. If he is talking about the estate tax, his figures
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are altogether wrong. In 1924 the total number of people in
this eountry who paid an estate tax was 13,709, and 6,452 of
those people paid an inheritance tax on estates under $50,000—
half of them.

Mr. HOWELL. Mr. President, the Senator did not under-
stand my statement,

Mr. SIMMONS. I was reading from the record.

Mr. HOWELL. Certain of these estate taxes were pald by
these who in life had £100,000 or more income,

Mr. SMOOT. They are alive yetf.

Mr, HOWELL, I am talking about those who paid estate
taxes in the past., I am speaking of this class that had an
income during life in excess of $100,000. I am taking that
class and I am applying these calculations. The statement
made by the Senator from North Carolina shows a misunder-
standing of my argument.

Mr. SIMMONS. I now see the point the Senator was mak-
ing. I did not understand him before.

Mr. DILL. Alr. President, I wanut to say one other thing
about the taxing of those with great wealth and the taxing of
great estates. My attitude in regard to levying higher taxes
on great wealth is not prompted by any enmity to those who
have great wealth. I am glad that they have the ability to
make large sums of money honestly in this country, and I do
nof desire to punish men who make large sums of money hon-
estly ; but I think there is another angle to the justice of what
men do for their country, both in times of war and In times
of peace.

There is & great wave of sentiment going over this country
and over the world against war, and my greatest ground for
hope that war will be deferred, for a while at least, is that the
great finanecial interests of this country do not want war.
There are two reasons why they do not want war. One is that
they are making so much money out of peace, and the other is
that they recognize that another World War might bring about
the overturning of the organized governments of other coun-
tries and bring about such a condition as we find in Russia;
and so long as the great financial interests are against war
you need not fear that the people will get us into war.

Mr. REED of Pennsylvania, Mr. President, does the Sen-
ator think that any sane man in the United States wanted war
in 19147

Mr. DILL. I do not think any sane man in the United
States wanted war in 1914, but I think a lot of sane men were
willing to put their money into the war, and when it was
necessary to have war fo protect their money they would
rather have war than to lose their money. I think that; and
I want to say to the Senator from Pennsylvania that I believe
if we had prohibited American citizens from loaning money to
any European belligerent in the early days of the war we
could have stayed out of that war. I think it was money that
caused us to have interests over there first, and then we were
led into it by the force of circumstances that developed later.

Mr. REED of Pennsylvania. The Senator thinks it is a
matter of indifference that Germany murdered a large num-
ber of our women and children on the Lusitania, does he?

Mr. DILL. I notice that it was a matter of such indiffer-
ence that we did not go to war about it.

Mr. REED of Pennsylvania. I notice that some of us did
not.

Mr, DILL. We did not go to war until they threatened to
sink certain ships, and said that we bhad to paint them in a
certain way.

Mr. SMOOT. Not until after the election.

Mr. DILL. The Senator can not tell me very much about
the history of how the war started. I was in the House of
Representatives, and I voted against if, and I know something
about it. I want to say to you that the worst humbug that
was put over about the war was that we went to war because
of the invasion of Belgium or the sinking of the Lugitenia.
We did not go to war over that. The American people voted
for and reelected President Wilson becaunse he did not go to
war over it, and every man in this Chamber knows it. We
went to war because our commerce was interfered with, and
the President and a majority of the Congress thought that was
sufficient reason to go in. If Germany had not issued her
ultimatum regarding ships salling to England, I doubt whether
we would have gone in for many months, if at all. It was a
commercial thing that brought about our action, and not the
murdering of the women and children on the Lusilania. We
did not go to war over that. Instead, that enabled Mr, Wilson
to be reelected President as the man who kept us out of war.

Mr. REED of Pennsylvania. Does not the Senator think
we should have gone to war when the Lusitania was sunk?
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Mr. DILL. I want to say to the Senator, that if we had
any cause at all that was the cause, and then was when we
should have gone in.

Mr. REED of Pennsylvania.
that was sufficient cause?

Mr. DILL. I do not know that I care to go into a dlscus-
gion of that, but I will say that I think we ought fo have
kept the women and children off of the Lusifanic, so that that
situation never could have arisen. I do not belleve it was
right to allow a belligerent to put women and children on a
ship to insure the gunpowder and the ammunition on that
ship. o

Mr. REED of Pennsylvania. Once they were on, does the
Senator think we should permit them to be murdered without
actively resenting it?

Mr, DILI. The American people thought it was all right
not to go to war when they reelected Mr. Wilson for not going
to war.

Mr. REED of Pennsylvania. The Senator knows that that
was only one of the reasons why Mr. Wilson was reelected.

Mr. DILL. I know that that was the argument that car-
ried the West, and it was the West that reelected Mr. Wilson.

Mr. REED of Pennsylvania. Then, does the Senator mean
that Mr. Wilson broke faith with the West?

Mr. DILL. I am not going to discuss that phase of it.
Mr. Wilson had his reasons and the Congress had its rea-
sons, and they were new reasons that developed after the
election.

Mr. REED of Pennsylvania. They developed between the
election and the inanguration, did they?

Mr. DILL. I think so.

Does not the Senator think

Mr. KING, Mr, President, will the Senator yield?
Mr. DILL, Yes.
Mr. KING. I am inclined to think that the questions of

the Senator from Pennsylvania do not comprehend the entire
field or envisage the entire situation. I think that a majority
of the American people were not ready, were not willing to
support a declaration of war until a resolution of that kind
finally was offered; and I notice that there was not a single
Republican—I do not want to -make this a partisan discus-
sion, but if Senators want to we will make it such—who
offered a resolution either in the House or in the Senate in
favor of a declaration of war. They saw the Lusifania sunk;
they saw other ships sunk and Americans murdered upon the
high seas, and not a single Republican offered a resolution
in favor of a declaration of war; and I am finding no fault.
Do not misunderstand me.

Mr. REED of Pennsylvania. I think I remember a Re-
publican named Roosevelt who had something to say at the
time.

Mr. KING. The Senator now is distorting what I said, or
misinterpreting it. I said there was not a single Republican in
the House or in the Senate who offered a resclution in favor
of a declaration of war. The Senator knows, hecause he is a
great lawyer—one of the greatest and one of the ablest men, I

think, in the United States—that the President of the United |

States can not declare war.

Mr., REED of Penunsylvania,
[Laughter.]

Mr. KING.
captive.

Mr. DILL. Mr, President——

Mr. KING. Let me complete my sentence. The Senator
knows, as a great lawyer, that the power does not rest in the
Executive to declare war. It rests in the Congress of the
United States; and I repeat that in my judgment the American
people were not willing to have a declaration of war at an
earlier period than that when it was declared by the Congress
of the United States. DIresident Wilson followed publie senti-
ment, I think with a desire to know what the public desired,
and yet at the same time to follow his own consclence; and I
think that if he had sought to project our couniry into war at
an earlier period there would not have been that unanimity
which existed when finally he sent his message to Congress,
and the resolution declaring war was adopled.

I thank the Senator from Washington for yielding to me.

Mr. WATSON. Mr, President, does the Senator from Utah
agree with the Senator from Washington that in going to war
we were actuated wholly by commercial motives?

Mr. DILL. I did not so state.

Mr. KING. I did not interpret the remarks of the Senator
to mean that at all.

Mr, DILL, I did not so state.

Mr, KING. I am sure the Senator did not mean that.

I surrender, Mr. President.

I am glad that I have one hostage and one
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Mr. WATSON. I understood his remarks to mean just that.
Mr. DILL. I said that the act which took us into war was
that Germany threatened to blow up our ships on the high
seas, and wanted us to stop earrying commerce o one set of

belligerents.
Mr, WATSON. And it was commercial?
Mr. DILL. It was commercial

Mr. WATSON. Yes; there you are.

Mr. DILL. That was the commercial reason.

Mr. KING. Mr, President, I do not think the Senator there
is falr, If he will pardon me. .

Mr. SWANSON. Mr. President——

The VICE PRESIDENT. Does the Senator from Washing-
ton yield fo the Senator from Virginia?

Mr., DILL. Mr, President, I had the floor on this matter,
and I am not going to have my words distorted here, I am
willing to take the responsibility for anything I say on the
floor, as I took the responsibility for my vote against the war
at the time it came, and then supported the war when we got
into it. I said that the immediate cause of the rupture of
relations with Germany was the ukase of the German Govern-
ment that we could not send our ships to sea without painting
them like barber poles.

Mr. WATSON. And did not the Senator further say that if
we had not lent money to Europe we never would have gone
into the war?

Mr. DILL. I =aid that if we had not lent our money to
Europe in the beginning we never would have gotten into the
condition that would have brought about this situation.

Mr. REED of Pennsylvania. Can the Senator tell us how
much we loaned to belligerents?

Mr. DILL. No; I do not know the amount.

Mr. REED of Pennsylvania. It was less than $2,000,000,000:
was it not? !

Mr. DILL. I do not know the amount.

Mr. REED of Pennsylvania. And does the Senator think
we went into a war that cost us over $50,000,000,000 in order
to save $2,000,000,0007

Mr. DILL. No; we did not; but I said if we had not
started that way we would not have gotten into it. After you
get a ball rolling, it gains momentum.

Mr. SWANSON. Mr. President, will the Senator yield
fo me?

Mr, DILL. Yes.

Mr. SWANSON. I want fo resent the imputation that comes
from the other side that President Wilson changed his policy
after the election from what it was before the election. There
is not a word of truth in it. It is a slander on a patriotic
man.

President Wilson in his notes gave notice to the German
Government as to what the result would be if they resumed
unrestricted submarine warfare. The Lansing note, the Bryan
note, and the others indicated that if Germany resumed unre-
stricted submarine warfare the United States would not sub-
mit to it. On the 1st of February after his election Germany
resumed unrestricted submarine warfare. She marked out a
war zone 600 mlles west of Ireland to the Arectic Circle and
including the entire Mediterranean Sea and served notice that
any ship that was found in that war zone for any purpose
would be sunk, regardless of its purpose or its flag. Three
hundred and six American sailors and citizens were destroyed
after that; ships were sunk; and President Wilson called Con-
gress in extra session to defend American honor, the American
flag, American Integrity, and the freedom of the seas, and Con-
greas responded.

As has been well sald by the Senator from Utah, a declara-
tion of war is made by Congress. What Republican in the
Senate or the House offered a resolution for a declaration of
war? Name him. Mr. Roosevelt could not declare war. No
man except a Member of Congress could offer the resolution in
Congress; and if war ought to have been declared earlier, why
was it that the Republican -Party was recreant to its desires
in not offering such a resolution in Congress.

Mr. DILL. Mr. President, I want to say to the Senator
from Virginia that I did not say that President Wilson changed
his policy.

Mr. SWANSON.
Pennsylvania implied that he did.
said.

Mr. WATSON. Mr. President——

Mr. SWANSON. The Senator from Indiana——

Mr. WATSON. Oh, no; the Senator from Indiana sald noth-
ing about it at all.

Mr. SWANSON. Well, that was the implication—

Mr. WATSON. No; not the implication,

The Senator did not, but the Senator from
I noticed what the Senator
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Mr. SWANSON. That it was entirely for commerclal pur-

poses.

Mr. WATSON.
Washington said.

Mr. DILL, I did not say it was entirely for commercial
purposes, but that the immediate cause of the declaration of
war was the threat against our ships of commerce,

Mr. WATSON. The Senator from Washington and the Sena-
tor from Virginia have had a delightful joint debate on this
gubject, and have not agreed at all on the subject matter.
That is to say, my friend from Washington insists that if we
had not lent money to Europe we would not have gone into
the war, and the Senator from Virginia now insists that
we went into the war for the purpose for which I say we went
into the war, and in that I agree with him—to protect Ameri-
can rights,

Mr. SWANSON. To protect American rights commercially,
and because in the war zone marked out on the seas by Ger-
many more than three-fourths of the commerce of the world
passes,

Mr. WATSON. I understand that entirely.

Mr. SWANSON. That was to stop, under that decree.
President Wilson would have been recreant to the notes he
gave to Germany and recreant to his duty as President of the
United States, when Germany resumed unrestricted submarine
warfare, if he had not asked for the declaration of war from
Congress.

He took account of the commerelal situation; he defended
the flag from a sense of honor, Three-fourths of the commerce
of the world and the freedom of the seas were ordered by
Germany to be interfered with while she conducted her war-
fare for supremacy in Europe.

Mr. WATSON. Mr. President, I am in entire harmony with
the thonght announced by the Benator from Virginia, and I
find myself in entire disagreement with the ldeas expressed
by my ‘friend from Washington. But the Senator from Wash-
ington, who stated, in substance, that the late war was a com-
mercial war and that if we had not loaned the money to Euro-
peans, we would not have gone in——

Mr. DILL. I said that if we had not loaned money to
Europe the agitation that was started by that would not have
occurred, and I do not think we would have gotten into the
war. I do not say it was in consequence ofthat alone, but I
say that was the beginning, and I remember that at that time
speeches were made in the Senate profesting against permit-
ting American ecitizens to lend money to European countries,
at the beginning of the war; and I think that if that hnd
been done the history of that perfod might have been different.

Mr. WATSON. Will the Senator yield to me for one further
observation?

Mr, DILL. Yes,

Mr. WATSON. Inasmuch as the Senator from Virginia has
mentioned the fact of the President changing his mind, with
which T find no fanlt, conditions having changed so as to cause
him to change his mind, [ rémember very well when the Presi-
dent came before the Senate and stated that he had sent an
identie note to each of the nations at war, asking the nations
if they would kindly inform him what the war was about, and
that afterwards he came back and said each nation had
answered, and that after he had received those answers he
did not know what the war was about: and within 80 days
from that time he called Congress together to declare war,
because it was a war to make the world safe for democracy.
If if was a war to make the world safe for democracy when
he ealled Congress into special session to declare war, it was
at all times a war to make fhe world safe for democracy.

Mr. SWANSON. Mr. President, will the Senator yield to me
again?

Mr, DILL. T am not going to yield very much longer.
not intend to stir up the war spirit.

Mr. SWANSON. The Senator from Indiana has now dis-
closed what I knew was in his mind, though he did not express
it so fully before. He tried to tmply that Wilson changed his
mind in regard to the war. I take the position that Wilson
was consistent. from the beginning. He insisted in the notes
sent by Lansing and Bryan that If Germany resumed unre-
stricted submarine warfare and sunk American ships bent on
honorable purposes, sailing from one neutral port to another,
Germany might expect the United States to resent it. The
1st of February, when Germany resumed unrestricted subma-
rine warfare, though there was an intimation that she would
do it, Wilson insisted on carrying out what was included in
all his notes given to the German Government, :

As I asked before, would any Senator here have submitted
to that resumption of unrestricted submarine warfare which
began on the 1st of February? Three-fourths of the com-

I was repeating what the Senator from
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merce of the world passed through certain lanes on the ocean.
Germany assumed control of those lanes of commerce and said
that American commerce should be driven off them, and 306
Americans had been killed and ships to the extent of 300,000
tons had been sunk., I say there was no change of policy; and
if Republicans had been anxious to go into the war prior to
that time, why did they not offer a resolution?

Mr. SWANSON subsequently said: Mr. President, I have
here the address of President Wilson of February 3 to -the
Congress, together with his address of Aprll 2, and I ask
unanimouns consent that they be printed in the Recorp follow-
ing my remarks.

Mr. MOSES. I think the Senator ought also to have printed
the speech delivered by the President in Philadelphia imme-
diately after the sinking of the Lusitania,

The PRESIDING OFFICER. Is there objection to the re-
quest of the Senator from Virginia?

There being no objection, the addresses were ordered to be
printed in the Recorn, as follows:

ADDRESS OF THE PRESIDENT OF THE UNITED STATES DELIVERED AT A JOINT
SESSION OF THE TWO HOUSES OF CONGRESS FEBRUARY 8, 1017

Gentlemen of the Congress, the Imperial German Government on the
81st of January announced to this Government and to the govern-
ments of the other neutral nations that on and after the 1st day of
February, the present month, it would adopt a pollcy with regard to
the use of submarines against all shipping seeking to pass through
certain designated areas of the high seas to which It is clearly my
duty to call yonr attention.

Let me remind the Congress that on the 18th of April last, in view
of the sinking on the 24th of March of the cross-channel passenger
steamer Susser by a German submarine, without summons or warning,
and the consequent loss of the lives of several eitizens of the Unifed
States who were passengers aboard her, this Government addressed a
note to the Imperlal German Government, in which it made the follow-
ing declaration:

“If 1t is still the purpese of the Imperial Government to prosecute
relentless and indiscriminate warfare agalnst vessels of commerce by
the use of submarines without regard to what the Government of the
United States must congider the sacred and indisputable rules of inter-
national law and the unlversally recognized dictates of humanity, the
Government of the United States is at last forced to the econclusion
that there 1s but one course it can pursue, Unless the Imperial Gov-
ernment should now immediately declare and effect an abandonment
of its present methods of submarine warfare against passenger and
frelght carrying vessels, the Government of the TUnlted Btates can
have no choice but to sever diplomatic relations with the German
Empire altogether.,”

In reply to this declaration the Imperial German Government gave
this Government the following assurance:

“The German Government is prepared to do Its utmost to confine
the operations of war for the rest of its duration to the fighting
forces of the belligerents, thereby also insuring the freedom of the
gens, a priociple upon which the German Government believes, now
as before, to- be In agreement with the Government of the United
Btates.

“The German Government, guided by this ldea, notifies the Gov-
ernmeént of the United Btates that the German naval forces have we-
ceived the following orders: In accordance with the general, prin-
ciples of visit and search and destruction of merchant vessels recog-
nized by international law, such vessels, both within and without the
area declared as naval war zone, shall not be sunk without warniug
and without saving human lives, unless these shlps attempt to escape
or offer resistance.

“ But,” 1t added, * neutm]n can not expect t.ha.t Germany, forced to
fight for her existence, shall, for the sake of neutral Interest, restrict
the use of an effective weapon if her enemy is permitted to continue
to apply at will meihods of warfare violating the rules of Interna-
tional law. - Buch a demand would be incompatible with the character
of neutrality, and the German Goveérnment s convinced that the Gov-
ernment of the United States does not think of making such a de-
mand, knowing that the Government of the Unlted Btates has re-
peatedly declared that it is determined to restore the principle of the
freedom of the seas, from whatever guarter it has been violated.”

To this the Government of the United Btates replied on the 8th of
May, accepting, of course, the assurances given, but adding: :
* “The Government of the United States feels it necessary to state
that it takes it for granted that the Imperial German Government does
not .intend to imply that the maintenance of its newly announced
policy 18 in any way contingent upon the course or result of diplo-
matie negotiations baetween the Government of the United Btates and
any other belligerent government, notwithstanding the fact that cer-
tain passageés In the Imperial Government's pote of the 4th instant
might appear to be susceptible of that construction. In order, how-
ever, to avold any possible misunderstanding, the Government of the
United States notifies the Imperial Government that it can not for a
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moment entertaln, much less discuss, a suggestion that respect by
German naval authorities for the rights of citizens of the United
States upon the high seas should in any way or in the slightest de-
gree be made contingent upon the conduct of any other government
affecting the rights of neutrals and noncombatants. Responsibility
in such matters ls single, not joint; absolute, not relative.,"

To this note of the 8th of May the Imperial German Government
made no reply. :

On the 31st of January, the Wednesday of the present week, the
German ambassador handed to the Becretary of State, along with a
formal note, 2 memorandum which contains the following statement :

“The Imperial Government, therefore, does not doubt that the
Government of the United States will understand the situation thus
forced upon Germany by the Entente Allies' brutal methods of war
and by thelr determination to destroy the Central Powers, and that
the (overnment of the United States will further realize that the now
openly disclosed intentions of the Entente Allles give back to Germany
the freedom of action which she reserved in her note addressed to the
Government of the United States on May 4. 1018,

“ Under these circumstances Germany will meet the illegal measures
of her enemies by forecibly preventing after February 1, 18917, in a
zone around Great Britain, France, Ttaly, and in the eastern Medl-
terranean all navigation, that of neutrals incloded, from and to
England and from and to France, ete., ete. All ships met within the
zone will be sunk.”

1 think that you will agree with me that, in vlew of this declaration,
which suddenly and without prior intimation of any kind deliberately
withdraws the solemn assurance given in the Imperial Government’'s
note of the 4th of May, 1916, this Government has no alternative
consistent with the dignity and honor of the United Btates but to
take the course which, In its note of the 18th of April, 1918, it
announced that it would take In the event that the German Govern-
ment did not declare and effect an abandonment of the methods of
gubmarine warfare which it was then employing and to which it
now purposeg Again to resort,

1 have, therefore, directed the Secretary of State to announce
to his exeellency the German ambassador that all diplomatic rela-
tions between the United Btates and the German Empire are severed,
and that the American ambassador at Berlin will Immediately be
withdrawn; and, in accordance wifh this decislon, to hand to his
excellency his passports,

Notwithstanding this uonexpected action of the German Govern-
ment, this sudden and deeply., deplorable renunciatlon of its assuc-
ances, given this Government at one of the most critical moments of
tension In the relations of the two governments, I refuse to belleve
that it 18 the intention of the German authoritles to do In fact what
they have warned us they will feel at liberty to do. I ean not bring
myself to believe that they will indeed pay no regard to the anclent
friendship between thelr people and our own or to the solemn obli-
gatlons which have been exchanged between them and destroy Ameri-
can shipa and take the lives of Amerlcan. citizens in the wilful prose-
cution of the ruthless naval program they have announced their
intention to adopt. Only actual overt acts on thelr part can make
me belleve it even now. .

If this inveterate confidence on my part in the sobriety and prudent
foresight of their purpose should unhappily prove unfounded; if
American ships and American lves should in fact be sacrificed by
thelr naval commanders in heedless contravention of the just and
reasonable understandings of international law and the obvious dic-
tates of humanity, I shall take the liberty of coming again before the
Congress to ask that authority be glven me to use any means that
may be necessiry for the protection of our seamen and our people in
the prosecution of their pesceful and legitimate errands on the high
gens. I ean do nothing less. 1 take it for granted that all neutral
governments will take the same course.

We do not desire any hostile confliet with the Imperial German
Government. We are the sincere friends of the German people and
earnestly desire to remain at peace with the Government which
apeaks for them, Wae shall not believe that they are hostile to us
unless and until we are obliged to believe It; and we purpose nothing
more than the reasonable defenge of the undoubted rights of our
people.  We wish to serve no selfish ends. We seek merely to stand
true alike in thought and in action to the immemorial principles of
our people which I sought to express in my address to the Senate
only two weeks ago—seek merely to vindicata our right to liberly
and justice and an unmolested 1ife. These are the bases of peaca,
not war. God grant we may not be challenged to defend them by
acts of wilful injustice on the part of the Government of Germany!
ADDRESS OF THE PRESIDENT OF THE UNITED STATES DELIVERED AT A

JOINT SESSION OF THE TWO HOUSES OF CONGRESS APRIL 2, 1917

Gentlemen of the Congress, T have enlled the Congress Into extraor-
dinary session beeause there are serious, very serious, cholees of policy
to be made, and made immediately, which It was nelther right nor con-
stitutionally permissible that I should assume the responsibility of
making.
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On the 3d of February last T officially laid before you the extraordl-
nary announcement of the Imperial German Government that on and
after the lst day of February it was its purpose to put aside all re-
straints of law or of humanity and use its submarines to sink every
vessel that sought to approach either the ports of (Great Britain and
Ireland or the western coasts of Europe or any of the ports controlled
by the enemies of Germany within the Mediterranean. That had
scemed to be the object of the Cerman submarine warfare earller in
the war, but since April of last year the Imperial Government had
somewhat restrained the commanders of its undersea craft in conform-
Ity with its promise then given to us that passenger boats should not
be sunk and that due warning would be given to all other vessels which
its submarines might seek to destroy, whem no resistance was offered
or escape attempted, and care taken that thelr crews were given at
least a fair chance to save their lives In their open boats. The pre-
cautlons taken were meager and haphazard enough, ss was proved in
distressing instance after instance in the progress of the cruel and
unmanly business, but a certain degree of restraint was observed. The
new polley has swept every restriction mside. Vessels of every kind,
whatever thelr flag, their character, their cargo, their destination, their
errand, have been ruthlessly sent to the bottom without warning and
without thought of help or mercy for those on board, the vessels of
friendly neutrals along with those of belligerents. Even hospital ships
and ships carrying relief to the sorely bereaved and stricken people of
Belglum, though the latter were provided with safe conduct through
the proscribed areas by the German Government itself and were dis-
tingulshed by unmistakable marks of identity, have been sunk with the
same reckless lack of compassion or of principle.

1 was for a little while unable to believe that such things would in
fact be done by any government that had hitherto subscribed to tha
humane practices of civilized natlons, International law had its origin
in the attempt fo set up some law which would be respected and
observed upon the seas, where no nation had right of dominion and
where lay the free highways of the world. By painful stage after
stage has that law been built up, with meager enough results, in-
deed, after all was accomplished that comld be accomplished, but
always with a clear vilew, at least, of what the heart find conscience
of mankind demanded. This minimum of right the German Gov-
ernment has swept aside under the plea of retallation and necessity
and because it had no weapons which it could use at sea except these
which it is impossible to employ as it s employing them withont
throwing to the winds all scruples of humanity or of respect for the
understandings that- were supposed to underlie the Intercourse of the
world. I am not now thinking of the loss of property involved,
Immense and serlous as that is, but only of the wanton and whole-
sale destruction of the llves of noncombatants, men, women, and
children, engaged in pursuits which have alwaye, even in the darkest
periods of modern history, been deemed innocent and legitimate,
Property can be pald for; the lives of peaceful and innocent people
can not be. The present German submarine warfare agalnst com-
merce 18 a warfare against mankind.

It 1s a war against all pations. American ships have been sunk,
Amerlcan llves taken, in ways which it has stirred us very deeply to
learn of, but the ships and people of other neutral and friendly
nations have been sunk and overwhelmed in the waters in the samae
way. There has been no discrimination. The challenge Iz to all
mankind. Each nation must decide for itself how it will meet ft.
The choice we make for ourselves must be made with a moderation
of counsel and a temperateness of judgment befitting our character
and our motlves as a Natlon., We must put excited feeling away,
Our motive will not be reévenge or the victorlous assertion of the
physieal might of the Nation, but only the vindleation of right, of
human right, of which we are only a singls champion.

When I addressed the Congress on the 26th of February last I
thought that It would sufiice to assert our npeutral rights wlth arms,
our right to use the seas against unlawful interference, our right to
keep our people safe against unlawful viclence. Buf armed neutrality,
it nmow appears, is Impracticable, Because submarines are in effect
outlaws when used as the German submarines have been used against
merchant shipping, It 13 impossible to defend ships against their at-
tacks as the law of nations has assumed that merchantmen would
defend themselves agalnst privateers or crulsers, visible craft glving
chase upon the open sea. It is common prudence in such elrcum-
stances, grim necessity, indeed, to endeavor to destroy them before
they have shown their own intention. They must be dealt with upon
slght, if dealt with at gll. The German Government denles the right
of neutrals to use arms at all within the areas of the sea which it has
proscribed, even In the defense of rights which no modern publleist
has ever before questioned thelr right to defend. The intimation is
conveyed that the armed guards which we have placed on our merchant
ships will be treated as beyond the pale of law and subject to be dealt
with as pirates would be. Armed neuntrality s ineffectual enough at
best; in such circumstances and in the face of such pretensions it is
worse than ineffectual ; it is likely only to produce what it was meant
to prevent; it is practically certain to draw us Into the war without
either the rights or the efiectiveness of belllgerents. There I3 one
choice we can not make, we are Incapable of making: We will not
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choose the path of submission and suffer the most sacred rights of our
Nation and our people to be ignored or violated. The wrongs against
which we now array ourselves are no common wrongs; they cut to the
very roots of human life.

With a pro!'ohnd gense of the solemn and even traglcal character of
the step I am taking and of the grave rcsponsibilities which it involves,
but in unhesitating cbedience to what I deem my constitutional duty,
I advise that the Congress declare the recent course of the Imperial
German Government to be in fact nothing less than war against the
Government and people of the United States; that it formally accept
the status of belligerent which has thus been thrust upon it; and that
{t take immediate steps not only to put the country in a more thorough
gtate of defense but also to exert all its power and employ all its re-
gources to bring the Government of the German Empire to terms and
end the war,

What this will involve is clear. It will involve the utmost prac-
ticable cooperation in counsel and action with the governments now
at war with Germany, and, as incident to that, the extension to those
governments of the most liberal financlal credits, in order that our
resources may so far as possible be added to theirs, It will involve
the organization and mobilization of all the material resources of the
country to supply the materials of war and serve the incidental needs
of the Nation in the most abundant and yet the most economical smd
efficient way possible. It will involve the immediate full equipment
of the Navy in all respects, but particularly in supplying it with the
best means of dealing with the ememy’s submarines. It will involve
the immediate addition to the armed forces of the United States
already provided for by law in case of war at least 500,000 men, who
should, in my opinion, be chosen upon the principle of universal liabil-
ity to serviee, and also the authorization of subsequent additlonal in-
crements of cqual force so soom 28 they may be needed and can be
handled in training. It will involve also, of course, the granting of
adequitte credits to the Government, sustained;, I hope, so far as they
can equitably be sustalned by the present generation, by well-concelved
taxation.

1 say sustalned so far as may be equitable by taxation, because it
geems to me that it would be most unwise to base the credits which
will now be necessary entirely on money borrowed. It is our duty, 1
most respectfully urge, to protect our people so far as we may agalnst
the very serious hardships and evils which would be likely to arise
out of the inflation which wounld be produced by vast loans.

In carrying out the measures by which these things are to be ac-
complished we should keep constantly in mind the wisdom of inter-
fering as little as possible In our own preparation and In the equip-
ment of our own military forces with the duty—for it will be a very
practical duty—of supplying the nations already at war with (er-
many with the materials which they can obtain only from us or by our
assistance, They are in the fleld and we ghould help them in every
way to be effective- there. :

1 ghall take the llberty of suggesting, through the several execu-
tive departments of the Government, for the consideratlon of your
committees, measures for the accomplishment of the several objects
I have mentioned. T hope that it will be your pleasure to deal with
them as having been framed after very careful thought by the branch
of the Government upon which the responsibility of conducting the
war and safegparding the Nation will most directly fall.

While we do these things, these deeply momentous things, let us
be very clear, and make very clear to all the world what our motives
snd our objects are. My own thought has not been driven from its
habitual nnd normal course by the unhappy events of the last two
months, and I do not believe that the thought of the Natlon bas been
altered or clouded by them, I have exactly the same things in mind
now that I had in mind when I addressed the Senate on the 224 of
January last; the same that I had In mind when I addressed the
Congress on the 8d of February and on the 26th of Februnry. Our
object now, &s then, 1s to vindicate the principles of perce and justice
in the life of the world as against selfish and autocratic power and to
et up amongst the really free and self-governed peoples of the world
such a concert of porpose and of action as will henceforth insure the
observance of those prineciples, Neutrality is no longer feasible or de-
girable where the peace of the world is involved and the freedom of its
peoples, and the menace to that peace and freedom lies in the existence
of autocratic governments backed by organized force which is con-
trolled wholly by theilr will, not by the will of their people, We have
seen the last of neutrality in such circumstamces. We are at the be-
ginning of an age in which it will be Insisted that the same standards
of econduet and of responsibility for wrong done shall be observed
among nations and thelr governments that are observed among the
individual citizens of clvilized states.

We have nmo gquarrel with the German people. We have no feeling
toward them but one of sympathy and friendship. It was mot upon
their impulse that their Government acted In entering this war.
It was not with their previous knowledge or approval. It was a war
determined upon as wars vsed to be determined upon in the old, un-
bhappy days when peoples were nowhere consulted by their rulers and
wars were provoked and waged in the interest of dynasties or of little
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groups of ambitions men who were accustomed to nse their fellow
men as pawns and tools, Belf-governed nations do mnot Al their
neighbor states with sples or set the course of intrigue to bring abont
some eritlcal posture of affairs which wlil give them an opportunity to
strike and make conquest. Buch designs can be successfully worked
out only under eover and where no one has the right to ask questions..
Cunningly contrived plans of deception or aggression, carried, it may
be, from generation to generation, can be worked out and kept from
the light only within. the privacy of courts or behind the carefully
guarded confldences of a narrow and privileged class. They are hap-
pily impossible where public opinlon commands and Insists upon full
information concerning all the nation's afairs,

A steadfast concert for peace can never be malntalned except by a
partnership of democratic nations. No autecratic government conld
be trusted to keep faith within it or observe its covenants. It must
be a league of honor, & partnership of opinion. Intrigue would eat
its vitals away; the plottings of Inner circles who could plan what
they would and render account to no o¢ne would be a corruption seated
at its very heart. Only free peoples can hold their purpose and their
honor steady to & common end and prefer the interesis of mankind
to any narrow Interest of {heir own.

Does not every American feel that assurince has been added to our
hope for the future peace of the world by the wonderful and heart-
ening things that have been happening within the last few ‘weeks In
Russia? Russia was known by those who knew it best to have been .
always In fact democratic at heart, In all the vital habits of her
thought, in all the Intimate relationships of her people that spoke
their natural instinet, their habitual attitude toward life, The autoc-
racy that crowned the summit of her politieal structure, long as It
had stood and terrible &8 was the reality of Its power, was not in fact
Russlan in orlgin, character, or purpose; and now it has been shaken
off and the great, gemerons Russian people have been added in all
thelr nalve majesty and might to the forces that are fighting for
freedom in the world, for justice, and for peace. Here is a fit partner
for a league of honor,

Omne of the things that has served to convince us that the Prussian
auntocracy was not and could never be our frlend is that from the very
outset of the present war it has filled our unsuspecting communities
and even our offices of government with eples and set eriminal intrigues
everywhere afoot agalnst our nationsl unity of ecounsel, our peace
within and without, our Industries, and our commerce. Indeed, it is
now evldent that its spies were here even before the war began; and
it is unhappily not a matter of eonjecture but a fact proved in opur
courts of justice that the intrigues which have more than once come
periously near to disturbing the peace and dislocating the industries
of the country have been carrled on at the Instigation, with the sup-
port, and even under the personal direction of official agents of the
Imperial Government accredited to the Government of the TUnited
States, Even in checklng these things and trying to extirpate them
we have sought to put the most genefous interpretation possible npon
them because we knew that their source lay, not in any hostile feeling
or purpose of the German people toward us (who were, no doubt, as
ignorant of them as we ourselves were), but only in the selfish designs
of a Government that did what it pleased and told its people nothing.
But they have played their part in serving to convince us at last that
that Government entertains no real friendship for us and means to
act against our peace and securlty at its convenlence. That it means
to stir up enemirs against us at our very doors the intercepted note to
the German minister at Mexico City is eloquent evidence,

We are accepting this challenge of hostile purpose becaunse we know
that in such a government, following such methods, we can never
have a friend; and that in the presence of its organized power, always
Iying in wait to accomplish we know not what purpose, there can be
no assured security for the democratie governments of the world.
We are now about to accept gange of battle with this natural foe
to liberty and shall, if necessary, gpend the whole forée of the Nation
to check and nullify its pretensions and Its power. We are glad, now
that we see the facts with no vell of false pretensé about them, to
fight thus for the ultithate peace of the world and for the liberation
of its peoples, the German peoples Included; for the rights of nations
great and small and the privilege of men everywhere to choose their
way of life and of obedience. The world must be made safe for
democracy. Its peace must be planted wpon the tested foundations of
political liberty, We have no selfish ends to serve. We desire no
conquest, no dominion. We seek no Indemnities for ourselves, no
material compensation for the sacrifices we shall freely make. We are
but one of the champlons of the rights of mankind. We shall be sat-
isfied when those rights have been made as gecure as the faith and the
freedom of nations can make them.

Just because we fight without rancor and without selfish object,
seeking nothing for ourselves but what we shall wish to share with all
free peoples, we ghall, 1 feel confident, conduct our operations as bel-
ligerents without passion and ourselves observe with proud punctilio
the principles of right and of fair play we profess to be fighting for.

1 have said nothing of the Governments allied with the Imperial
Government of Germany because they bave not made war upon us or
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challenged us to defend our right and our honor. The Austro-
Hungarlan Government hags, indeed, svowed its unqualified indorsement
and acceptance of the reckless and lawless submarine warfare adopted
now without disguise by the Imperial German Government, and It has
therefore not been possible for this Government to recelve Count
Tarnowskl, the ambassador recently aceredited to this Government by
the Imperial and Royal Government of Austria-Hungary; but that Gov-
ernment has not actually engaged in warfare against citizens of the
United States on the seas, and I take the liberty, for the present at
least, of postponing a discussion of our relations with the suthorities
at Vienna. We enter this war only where we are clearly forced into
it because there are no other means of defending our rights.

1t will be all the easler for us to conduct oursclves as belligerents
in a high spirlt of right and fairness because we act without animaus,
not in enmity toward a people or with the desire to bring any
injury or disadvantage upon them, but only in armed opposition fo
an irresponsible Government which has thrown aside all considera-
tions of humanity and of right and is running amuck. We are, let
me say ageln, the sincere friends of the German people, and shall
desire nothing so much as the early reestablishment of intlmare
relations of mutual advantage between us—however hard It may be
for them, for the time being, to belleve that this Is spoken from our
henrts. We have borne with thelr present Government through all
these bitter months because of that friendship, exerclsing a patience
and forbearance which would otherwisé have- been impossible. We
shall, happily, still have an opportunity to prove that friendshilp in
our dally attitude and actions toward the millions of men and women of
German birth and native sgympathy who live amongst us and share our
life, and we shall be proud to prove it toward all who are in fact
loyal to their neighbors and to the Government in the hour of test.
They are, most of them, as true and loyal Americans as if they had
never known any other fealty or allegiance. They will be prompt to
gtand with us in rebuking and restraloing the few who may be of a
different mind and purpose. If there should be disloyalty, it will be
dealt with with a firm hand of stern repression; but if it lifts its
head at all 1t wlll lift It only here and there and without countenance
except from a lawless and maliznant few.

It is a distressing and oppressive duty, gentlemen of the Congress,
which I have performed in thus addressing you. There are, it may
be, many months of flery trial and sacrifice ahead of uvs. It Is &
fearful thing to lead this great peaceful people Into war, Into the
most terrible and disastrous of all wars, civillzation itself seeming
to be 1n the balance, But the right is more precious than peace, and
we shall fight for the things which we bave always carrled nearest
our hearts—for democracy, for the right of those who submit to
authority to have a volce In their own governments, for the rights
and liberties of small nations, for & universal domlnion of right by
guch a concert of free peoples as shall bring peace and safety to all
pationg and make the world itself at last free, To such a task we can
fdedicate our lives and our fortunes, everything that we are and
everything that we have, with the pride of those who know that the
day has come when Amerlea is privileged to spend her bloed and her
might for the prineciples that gave her birth and happlness and the
peace which she has treasured. God helping her, she can do no other.

Mr, FESS. WiIill the Senator from Washington yield to me
for a moment? :

Mr. DILL. I do not want to be discourteons, but I can not
let this war debate go on much longer if I am to have the floor
at all.

Mr. SMOOT. We would like to get back to the bill

Mr. DILL, I would like to do so, too; buil I yield to the
Senator from Ohlo.

Mr, FESS. Mr. President, I would not hayve anything to say
at all were it not for the suggestion that certain things ought
to have been done, or might have been done, by the minority
party, The Senator from Washington and I served in the
House together durlng that hectie time. I am of the opinion
that the statement of the Senator from Virginia is a correct
statement with reference to the change of mind of the Presi-
dent. Therefore I have not anything to say about that at all.

When the State Department fell into possession of the Zim-
merman note, which indicated that the resumption of un-
resiricted submarine warfare would be undertaken on the 31st
of Jannary, that was a pretty serious bit of information, espe-
cially when it came officially, and suggested that there might
be an allianee between Mexieo and Japan. That was the straw
which broke the back of patience here, and when it was made
public the President came before the House and Senate on the
24 of February and said that we would have to break oif
glplnTaﬁc relations; and I was in entire sympathy with what

e said.

Mr. DILL. I want to remind the Senator that had Germany
withdrawn her orders regarding submarine warfare the Presi-
dent would not have asked for a declaration of war.

Mr. FESS. That I do not know.
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Mr. DILL. I take it from the fact that he had not pre-
viously asked for such action. ;

Mr. FESS. I want to thank the Senator for ylelding to me,
because the thing I wanted to say was this: That the minority
Members of the House, who then were the Republicans, had a
conference and agreed that while every individual Member was
free to resist any particular measure that might come up never
would the President's recommendations on war matters be
resisted by the minorlty party. I think that ought to be said,
because that was done, and we certainly did not in any way
interfere with the President's policles, and especizlly by in-
troducing any measure to declare war. There were a great
many militant utterances from Members like the distinguished
Gus Gardner, which a good many people thought were too
militant; but no resolution for a decluration of war was ever
introduced, and no such resolution was introduced, because the
minority did not want to interfere with the administration
when a threat of war was on.

Mr. WHEELER. Mr. President——

The VICE PRESIDENT. Does the Senator from Washing-
ton yield to the Senator from Montana?

Mr. DILL. I yleid.

Mr. WHEELER. I was going to say that I am very sorry
we got into a discussion of the war while this tax measure is
under discussion. I object to this peaceful coalition between
the Democrats and the Republicans being broken up by a dis-
cussion of the war, because I am afraid ‘that If the discussion
continues they will get so wide apart that the multimillionaires
will not have their taxes reduced in time.

Mr. DILL. Mr. President, I can pot yield any further. I
merely want to say that I had no intention of bringing up any
such discussion at all, and if the Senalor from Pennsylvania
had not interjected the war discussion and tried to tie me up
to condoning the sinking of the Lusitania, and trying to carry
out the old misrepresentation, that that was what we went to
war about, I would not have gotten into this discussion. I cer-
tainly did not mean to interject it into the debate as it has
been interjected.

What I started to say when I began to discuss the subject
of war and peace was this: In thme of war all that any man
can do for his country is to offer his services and his life, and
the workingman, the farmer, and the most common, humble
citizen can give as much In time of war, so far as his services
at the front are concerned, as the richest and most powerful
man with all his wealth. In other words, so far as service in
the'Army or in war in any capacity is concerned, the rich and
the poor are practically on an eqgual basis. Neither can give
more than his life.

When the war is over and the burdens of war are on the
people, and a great war debt is still a burden on the people of
the country, then it seems to me only just and right that those
who have such a tremendous advantage In life as to have ac-
cumulated milllons, as they have been collected in the hands of
a few, those who have such a tremendous amount of the world's
goods, as the Senator from Connecticut has shown, should give
a larger proportion of their wealth to the maintenance of the
Government and to the bearing of this burden than is given by
the common and humble citizens of the land.

For that reason I say it Is no injustice, it is not unreasonable,
to demand that when any ecitizen is left an annual income of
$100,000 net, we take more than 20 per cent of all over that,
and when any citizen has coming to him an estate of more than
£50,000, without effort on his part, but simply by operation of
law, it is not unrcasonable and it 13 not unjust to ask that he
shall give a percentage of all over $50,000 to pay these debis
and carry these burdens, instead of taking the money out of the
pockets of the great mass of our.people.

I regret that my references to war and the expression of my
desire for its abolition caused-the war discussion; yet perhaps
it was a good diversion, and we will get down to the Dbill more
definitely than if we had not had the discussion.

Mr. REED of Pennsylvania. Mr, President, I want to state
the effect that would follow the adoption of the pending amend-
ment offered by the Senator from Nebraska. I ask Senators
to consider, not the estate of a millionaire, but of a man who
leaves $150,000 to his widow. Under the provision in the bill
as it came from the House that estate of $150,000 wounld pay a
tax of £1,500. The first $50,000 is exempt, the second $50,000
pays 1 per cent, the third 50,000 pays 2 per cent, and the tax
is $1,5600. Under the amendment offered by the Senator from
Nebraska, with precisely the same estate, passing to a man's
widow, she would have to pay a tax of $16,038. That iz ex-
actly what the working out of the amendment offered by the
Senator from Nebraska would mean. It would increase the tax
on a bequest to a widow of $150,000 from $1,500, as it would be
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under the bill as it passed the House, to $16,058. That is the
amendment we are asked to accept.

Mr. SIMMONS. Mr. President, I think this is the most far-
reaching amendment that has ever been offered to a tax bill
since I have been laboring in connection with these measures.
I do not think the Senator from Nebraska guite realizes what
the amendment woeuld mean in its effect upon the tax system of
the United States.

If this amendment shall be agreed to it will impose a tax
upon estates four, five, yea, six times that provided in the
bill as it passed the House.

If the amendment of the Senator means anything, it means
that the amendment is to take the place of the estate tax pro-
posed in the House bill. It means that the devises, the in-
Leritances, the legacies, all gifts, shall hereafter be freated as
income under our tax laws and the taxpayer shall pay at the
income rate provided in the bill as long as it is in operation as
a law. As imposed by the House the estate tax is a tax uﬁan
property. It is now proposed to inject into the revenue bill
a provision that will tax not only living men’s profits, that
will impose a tax upon not only living men's net earnings, but
will impose an income tax upon the capital and all the assets
of a man who happens to die and who dies possessed of an
estate that would pay an inheritance tax or an income tax.
If the amendment is agreed to, the tax which we would impose
upon estates would be so enormous that every State in the
Union would be compelled to repeal its inheritance tax law.
But even if that should not happen we would have this anom-
aly: We would have the States of the Union imposing an
estate tax or an inheritance tax upon dead men's estates and
we would have the Federal Government imposing an income
tax upon the flat estate of all decedents, two utterly incon-
sistent theories of taxation, That is illogical, it is unscientific,
and it violates all the principles of taxation.

But that is not the purpose for which I rose. I rose for the
purpose of showing by an analysis of our income-tax system
and our estate-tax system that the amendment which the
Senator from Nebraska now presents, instead of imposing a
moderate inheritance tax, instead of reducing the high inherit-
ance tax imposed in the 1924 law as the House has done, would
impose upon estates or inheritances, under the guise of an in-
come tax, a tax which would be at least twice as high as the
income tax under the provisions of the 1924 act and four or
five times as high as the income tax under the provisions of
the House bill as it is now before us.

Let us examine the facts. Let us take an estate of $100,000.
Under the provisions of the House bill such an estate is subject
to a tax of 3 per cent. I mean the estate is required to pay
a tax of 3 per cent upon the estate. If the whole estate is to be
treated as income, which is the proposition of the Senator
from Nebraska, when he comes to impose this tax he does not
regard it as the inheritance-tax provision does, as a flat estate,
as representing the assets of the decedent. He proposes to
treat every dollar’s worth of that estate as income and to tax
it as income.

Taxed as income the rate upon $100,000, including both sur-
tax and normal tax, is 16.0359 per cent. Instead of paying an
inheritance tax of 3 per cent upon the $100,000 estate, if the
amendment of the Senator from Nebraska shall be adopted,
that estate would pay a little over 16 per cent upon the
$£100,000, or a tax five times as great as it would pay under
the inheritance-tax provision of the House bill.

But the Senator said that he thought this would properly
take the place of the inheritance tax proposed by the House.
I do not suppose the Senator means that he wants the inherit-
ance tax continued and then in addition to that he wants the
estate to be given in as income and pay an income tax, The
Senator’s proposition, if it is to be considered at all, must be
taken to mean that he wants the inheritance tax displaced
by his amendment, so that instead of the £100,000 paying a
3 per cent tax as imposed by the House bill, he would have
it pay a tax of 16 per cent as imposed on incomes,

Mr. NORRIS. The Senator does not think that is fair, does
he? 1 have offered the amendment on the theory——

Mr. SIMMONS. The difference will be greater.

Mr. NORRIS. The difference will be less, and I will show
it, too.

Mr. BIMMONS. Does the Senator mean to say that 3 per
cent flat tax upon an estate is greater than treating the whole
estate as income and imposing a tax of 16 per cent on it?

Mr. NORRIS. No; and I do not propose either one.
Senator is not stating it as I intended.

Mr. SIMMONS. Then the Senator will have to modify his
amendment, as I understand it.
Let us go a little further.
millionaire.

The

The Senator speaks about the
Under the House estate tax the tax upon an
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estate of $1,000,000 is 8 per cent. That is all that would have
to be paid. Tt freats the estate as capital. It imposes a capi-
tal tax. DBut the Senator said that this capital should sud-
denly, by some legerdemain of legislation, be converted into
income, and that he wants this million-dollar estate, for the

urposes of Inheritance taxation, to be treated as solid net

come, to be returned as other earnings and profits of a living
man are to be determined and to pay the rate of the House
bill or the Senate bill, as the case may be.

I have not the figures for the tax under the Senate com-
mittee provision, but I have them under the terms of the House
bill which has the estate-tax provision in {t, and the Senator's
amendment is a substitute for it. If we treat the million
dollars as Income and tax it as income, under the Honse bill
the surtax plus the normal tax would amount to 24-plus per
cent. That is the effect of the Senator’'s amendment.

Mr. NORRIS. Mr, President——

The PRESIDING OFFICER (Mr. Wmuis in the chair).
Does the Senator from North Carolina yield to the Senator
from Nebraska?

Mr. SIMMONS. T yield.

Mr. NORRIS. I want to interrupt the Senator agaln, if he
will permit me. The Sensator is making all of these compari-
sons with the House bill. We have amended the House bill.

Mr. SIMMONS. I understand that.

Mr. NORRIS. I do not think it is fair to use figures in the
House bill.

Mr, SIMMONS. Whether the: House bill is enforced or not,
is not the Senator proposing his amendment as a substitute
for an estate tax?

Mr. NORRIS. Yes,

Mr. SIMMONS. Exactly.

Mr. NORRIS. But the rates of income are fixed by the
Senate amendment in the bill and not by the text of the House
bill.

Mr. SIMMONS. Then the Senator said that the Senate had
abolished inheritance taxes. He does not know whether that
will hold in conference or not. There is no inheritance tax
now under the provisions of the Senate amendment. If there
were an inberitance tax, it would be 3 per cent. The tax
the Senator fought for yesterday has been displaced and is
gone. When he fought for the House bill, he was fighting for
a tax of 8 per cent upon $100,000. That is gone, and now that
it is gone he says that the tax should be changed from a 3 per
cent tax, as I said a litile while ago, to a tax of 16 per cent.
It does not make any difference whether he treats it as apply-
ing to the House bill or the Senate bill. In either case the
Senator is proposing to substitute his amendment for an estate
tax, and the Senator’s tax he thinks Is just and fair, but what
he was standing for yesterday was the House estate tax.

Mr. NORRIS. Mr. President, will the Senator yield again?

Mr. SIMMONS. Certainly.

Mr. NORRIS. That is very true, as far as the committee
amendment was concerned. I was standing for the House
estate-tax. provision, but the Senator continues to figure the
tax by using the House rate when he knows we have stricken
that rate out. It is true also that I do not know what will
happen in conference, but the rates I propose will be in confer-
ence just the same as the Hounse rates. ‘

Mr, SIMMONS. The Senator knows that when we get up
to a million dollars under the Senate income-tax rate the
million dollars would pay a surtax of 20 per cent.

Mr. NORRIS. Exactly.

Mr. BIMMONS. Plus a normal tax of § per cent, which
would be 25 per cent. That is worse.

Mr. NORRIS. But it would not figure on the million dol-
lars even. Nobody must pay a tax of 20 per cent and will
not under this provision, if the Senator will take the exemp-
tions and the lower rates.

Mr, SIMMONS? The Senator is entirely wrong about that.
A man who pays on an income of $100,000 does not pay at
the flat 20 per cent rate. He pays only 11 per cent. The
man whose income is $1,000,000 will get the benefit of the
same reductions upon the first $100,000, and he pays 11 per
cent on that $100,000; but as to the next $900,000 of his
§1,000,000 he has to pay a flat tax; practically, of 20 per cent;
it is reduced down to a litile more than 19 per cent by reason
of the reduction that he got upon his first $100,000. To that
19 per cent is to be added the normal tax. When that Is
done, there is a tax of about 25 per cent as against 8 per cent
upon an estate of $1,000,000, as provided in the House bill.

Mr. President, it may be all right if this Government wants
to impose a flat tax upon capital; if the Government wants
to make a physical examination of all the property in the
United States, and then say, “ We will by a flat tax upon it
or an ad valorem tax upon it raise enough money to pay the
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expenses of the Government.” If the Government desires to
do that, it ean be done by apportionment; It can not be done
constituntionally in any other way; but it is all right to do
that constitutionally. However, would anyone propose a flat
tax in order to raise money to support the Government?
Would he propose a flat tax of from 16 to 24 per cent upon
all the property in the United States for that purpose?

If it is not proposed to impose such tax upon the property

of a living man, why impose it upon the property which the.

dead man has left and which goes to his children and to his
kin? During his lifetime the living man paid a tax upon all
the profits of his estate. After he dies and the property goes
to his heirs, those heirs continue to use that property as he
did and to pay the income tax upon it. The Government
has lost nothing by his death; the Government's revenue is
the same, or at least it is upon the same basis. It is a mere
transfer, just as in the case of a deed transferring property
from one man to another. The grantor in that case paid the
tax upon the income, and the grantee who succeeds him pays
the tax upon the income which the property earns. The dead
man passes away. His son—we will say he has one—takes his
place; he inherits the property, and he continues to pay the
income tax upon it, just as the father paid that tax.

Mr. KING. Mr. President, will the Senator from North
Carolina permit an inquiry for information?

The PRESIDING OFFICER. Does the Senator from North
Carolina yield to the Senator from Utah?

Mr. SIMMONS. Yes.

Mr. KING. I am not sure that I understand the Senator,
and I do not quite follow his argument. As I understand the
Senator, his position is that a tax of the character proposed
by the Senator from Nebraska [Mr. Norris] would be un-
constitutional, because it lacks apportionment.

Mr. SIMMONS. No. I have not said that. What I said
was that a flat tax imposed by the Government upon all phy-
sical property of the United States would be unconstitutional
unless it were apportioned. I have not attacked the con-
stitutionality of the pending proposal.

Mr. KING. The Senator does not, then, place the tax now
proposed in the same category?

Mr, SIMMONS. No; I do not: I was not placing it _m that
category with reference to its constitutionality. I said that
the Senator brought about a metamorphosis, a very remark-
able change. In an instant he converted property from capi-
tal into income, and proposed that an inheritance should be
taxed as income to the full amount; and, therefore, it De-
comes necessary to compare the rates and see what tax it
would pay as property and what tax it would pay as income.

Mr. KING. If the same rates were imposed.

Mr. SIMMONS. If the tax were proposed upon the earn-
ings of the estate, it would be a different thing, but the Sena-
tor from Nebraska proposes to treat the entire estate as in-
come, and to impose the income-tax rates provided for in
this bill

I said, and I repeat, that the tax proposed by the Senator
from Nebraska will be four times higher than the estate tax
as provided in the bill as it came from the House. It will be
two and one-half if not three times higher than the present
40 per cent tax upon estates which was imposed by the act
of 1024.

Mr. KING. If, however, the Senator from Nebraska pro-
vided the same rates in his amendment as are provided in
the bill as it came from the House as to estates or inherl-
tanees, it would be no different in its effect.

Mr. SIMMONS. Oh, yes,

Mr. KING. The only difference would be that one would
be called income and the other inheritance.

Mr. SIMMONS. That would be true if the rates were the
same, but the rates are totally different.

Mr, KING. I comprehend the Sepator's argument.

Mr. SIMMONS. The rates are to different because one
provislon treats it as capital and the other treats it as income.

Mr. REED of Pennsylvania. Yill the Senator from North
Carolina pardon an interjection?

Mr, SIMMONS. Yes.

- Mr, REED of Pennsylvania. I think the Sepator from
North Carolina has ealeulated the present estate-tax rate on
$1,000,000 a little too high, so that the contrast is even more
marked.

Mr. SIMMONS,. Probably I did so. It is 7 per cent, is it
not, in the House bill?

Mr. REED of Pennsylvania. Under the House bill the tax
on $1,000,000 would be $45,000, or 434 per cent, so that really
the Senator from Nebraska is proposing to muliiply the tax
by 6. i
Mr. SIMMONS. Yes. It is even worse than I thought.
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Mr. KING, Is the rate mentioned by the Senator from
Pennsylvania on the inheritance or on the income?

Mr. REED of Pennsylvania. That is on the inheritance.
The Senator is proposing to multiply the tax on $1,000,000 by 6.

Mr. SIMMONS. Mr. President, I want to make a further
statement. I shall make it advisedly, I think the question
now pending should be discussed from the standpoint of what
is proper and wise and legitimate legislation in the premises.
I do not think it ought to be discussed from the standpoint of
political capital. I am golng to make this statement as the
result of inquiries which I have made, rather hurriedly, it is
true, but which are entirely satisfactory to me. I am going
to make the statement that if the amendment of the Senator
from Nebraska shall be adopted there will be raised through
it§ operation nearly twice as much revenue as the Government
will realize from the entire individual income-tax schedules as
now written by the Benate. If this amendment shall be
adopted we can repeal our income-tax legislation; we can
repeal all of the nuisance taxes; we can repeal all of the
excise taxes; we can repeal all of the taxes, except the cor-
poration taxes, and we will then have more revenue than we
will get under the House hill or under the Senate bill.

What does this proposition mean? It is well known that in
one generation the entire wealth of the country passes by
inheritance; that is a fundamental proposition in taxation.
All of the immense. wealth of the United States of every kind
and character, real estate, personal estate, choses in action,
bonds and securities, all pass in one generation into new
hands as a result of death. That is what the Great Reaper
does for the human race. Property passes into new hands;
and under this amendment, if it shall be adopted, the entire
wealth of the United States wounld be taxed once in every
generation at the income-tax rates prevailing during that
period.

What would be the result? Mr. President, I have made an
investigation to find out what the result would be, and I
think if Senators will follow the figures which I give they
will see what the result would be. The highest rate in the
estate tax provision now is 20 per cent upon $£10,000,000. The
10 per cent rate is reached at $2,500,000 under the House
bill, Under this amendment an inheritance of $2,000,000 will
pay at a rate of abont 24 per cent, or a little over that—prob-
ably 25 per cent. The tax is advanced from 10 per cent, as
it is written in the House bill, to 24 per cent, and that goes
all down the line; it starts at the boftom and it goes
to the top. Under the rates of taxation which would ap-
ply to estates if this amendment were to be adopted, it would
be all the way from 3 to 6 or 7 times the rates imposed by
any inheritance tax provision being considered by either the
Hounse or the Senate and any inheritance tax provision which
will go before the Committee of Conference.

What is the result? I have these flgures from the actuary
of the Treasury, who has examined the matter carefully and
has advised me.

The wealth of the United States in tangible propecty in 1922
was. §300,000,000,000, About $£9,000,000,000 of that is trans-
ferred by death each year. At an average tax rate of 5 per
cent, which is the flat normal rate on incomes, in just one
year the tax would be $450,000,000. Remember, that is at the
5 per cent normal tax rate on incomes.

The average surtax will run it up to 10 or 12 per cent, and
the actuary advises me that the average, taking in the whole
tax, would certainly be 10 per cent. With an average rate of
10 per cent the amount of revenue which the Government
would realize from this amendment, if adopted, would be
$900,000,000 a year, or just about twice the amount that we
are now recelving from the income tax upon the income of
indlviduals.

Mr. REED of Pennsylvania. And nine times the amount
that we are getting from the present inheritance tax?

Mr. SIMMONS. Yes; nine times the amount that we are
getting from the present inheritance tax.

Mr. KING. I think the Senator, though, should tzke into
account, as probably he has, the exemption of $50,000, and that
most of the estates in the United BStates are under $50,000,
and those are not taxed at all.

Mr. SIMMONS. That would make no difference, because
there is no $30,000 exemption in the matter of the income tax.
There is a $50,000 exemption under the present tax on estates,
and the rate is 3 or 4 per cent upon $100,000 and 10 per cent
upon $2,000,000. Under the present law the exemption of
$50,000 on estates reduces the tax; but when you convert an
estate into income and put it in the income column of our
revenue laws, then there is no $50,000 exemption. An estate
of that size would have only $2.500 exemption if it is the
estate of & married man, and only $1,000 exemption for a




1926

single man. That makes the comparison all the more disad-
vantageous to the proposition of the Senator from Nebraska.

Mr. KING. Mr. President, I think, if I may be pardoned,
the Senator has not caught my point.

Mr. SIMMONS. No; probably I have not.

Mr. KING., My understanding is that the amendment of
the Senator from Nebraska—and I only heard it read hur-
riedly—provided that this tax should not begin to apply un-
less there was an estate of more than $50,000, so that all the
estates under $50.000 which went to men or women or children
would not be subject at all to the gross income tax.

Mr. REED of Pennsylvania. That exemption of $50,000 ap-
plies, under the Senator's amendment, only to bequests to the
wife or to a son or daughter,

Mr. KING. Of course, to that extent there would be a
diminution from the nine billions which the Senator has de-
clared is the estate which is transmitted annually.

Mr. SIMMONS. Oh, yes; if that provision went in, there
might be that exemption in that particular instance, but that
would not change the relative situation at all. That exemp-
tion would have to be uniform to put the case on an absolute
parity, and when you put him upen an absolute parity the
difference s between 8 per cent on $100,000 and 16 per cent on
$100,000, 10 per cent on $2,000,000 and 23 or 26 per cent when
figured as income.

Mr. President, T do not suppose that the Senate, if it under-
stands this proposition, will think for a moment of indorsing
it. If we are going to have a substitute for the inheritance
tax, let us have a substitute that is reasonable,

Mr. NORRIS. Mr. President, before we vote on the amend-
ment I have a few words to say. I am very sorry, indeed, that
there are not more Senators here to hear it, but I suppose this
coalition will not lose their grip on this amendment; so that
the most I eare for is to get a record vote, and to have the
Seaate called just before we take the vote, in order that they
may hear the modificatlons that I propose to make in the
amendment.

Here is a remarkable condition. The Senator from Utah
[Mr. Smoor] and the Senator from North Carolina [Mr. Sim-
Moxg], who jolntly have this bill in hand, and who are run-
ning along together as smoothly and as nicely as two Siamese
twins, one as a pilot and another as an engineer of the steam-
roller, both make speeches against this amendment. These
two great statesemen, who see at a glance just what is going to
happen to the country if this amendment is agreed to, tell the
Senate what is going to happen. The burden of the song of the
Senator from Utah is that it will raise only $250,000 in revenue,
just a bagatelle. When he said that I thought he was going to
say: “ Well, we will just accept it. It does not hurt anything,
because it will not tax anybody. It will raise only $250,000 in
revenue.” Of course, you know, an expert is a fellow who gives
a direet, positive opinion about something tbat nobody else
knows anything about, and the result is that they take his word
for it, because there is not anybody who knows enough about
it to confradict him.

Now, we come to the next expert, the assistant engineer on
this machine; and the burden of his song is that this amend-
ment, if enacted into law, will tax the very life and existence
out of all the widows and orphans in our country. Take your
choice, Mr. President.

The great Senator from Pennsylvania [Mr. Reen] thinks
that he has dealt the amendment a death blow when he makes
a computation to show how much a widow with $150,000 com-
ing to her by bequest would have to pay in the way of taxes.
He, too, seems to be imbued with the idea that the tax is so
great that nobody can stand it.

So the expert on the other side, if he has not been contra-
dicted by his chief lientenant or his general or his captain,
as the case may be, here, I suppose would stand uncontra-
dicted, and everybody would have to say: “ Yes; this tax is
too heavy.” When they read what the Senator from Utah
says, or If they listened to it, they would say: “ Why, it is
not worth voting for, because it does not tax anybody; it does
not bring in anything.” Then they would hear the Senator
from DPennsylvania, another official on this steam-roller ma-
chine, and he says that in order for a widow to get $150,000
for nothing she must pay $16,580, or something of that kind.
Personally, I do not think that is an exorbifant tax when you
are getting that much money for nothing. Another Senator
makes a computation with figures to show that a few men of
great wealth in this country are paying the bu!k of the taxes.
That shows the viewpoints of people.

I thought that was one of the best arguments in favor of
this amendment that has been made. I wonld not have dared
make it, Mr. President. I would have been called a bolshe-
vist. They would have sald: * Here he Is trying to gouge
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the millionaires; he is trying to put one class of people up
against another and get them to fighting.” But when men are
behind this bill they endeavor to show by fizures that a few
men pay the most of the taxes and thereby demonstrate just
what I want to prevent—that we are fast drifting to a point
where the wealth of this country will be owned by a few
people. I would not have said that if the Senator from Con-

icut [Mr. McLeax] had not brought it out so forcefully,
because I would have lacked the courage to say it. It would
have brought down on my poor, weak, unhappy head a great
many condemnations from men who would say that I was
bolshevistic in my tendencies; but nobody would charge the
Senator from Connectient with being a bolshevist, and I hope
I can adopt his argument without m_vsei! being shoved over
even into the socialistic class.

Did it ever occur to you, Mr. President. following out that
line—that is my text right now—that 2 per cent of the people
of this country own more than 50 per cent of the wealth, and
they ought to pay the taxes? In fact, they will have to if they
are paid. You can not get blood out of a turnip; and with the
enormous taxes that we have to raise, we must go where
the money is to get it. I want to go where it will be gotten
easily, without any burden, and that is what this amendment
seeks fo do,

The Senator from North Carolina [Mr. Simmoxns], It seems
to me very unfairly, in giving figures as to what must be paid
under this amendment, always computed the figures of the
income tax as shown in the House bill. He had a perfect right
to do that, but that is not the way to consider this amendment.
This amendment is offered on the theory of the action of the
Senate in striking out the income-tax figures of the House and
cutting them down; so that, figuring it under the bill as it
now stands—and I think that is a fair way to do it, and the
only fair way—the various sums that he has given would
always be very materially reduced.

Another thing the Senator does that I do not think is fair
is this: In computing the amount that is to be paid by any
given estate he always takes the estate as a whole. There is
not one time in a thousand when that kind of an illustration
would apply. The estate tax applies to the estate as a whole,
but this amendment does not apply to the estate as a whole.
This amendment applies to the various inheritances and be-
quests and devises; and, as I said, there will not be one case in
a thousand where this amendment, if it should become a law,
will ever be applied to an estate as a whole. That will happen
only where the estate is not divided at all; and if it is not
divided, it ought to apply. That is where the danger to our
civilization lies—In not dividing up these great estates. Again,
before somebody unduly criticizes me, let me say that I can
back that up by the argument of the Senator from Connecti-
cut [Mr. McLeax], who has told us how wealth is bearing all
the burdens now.

In other words, if & man has an estate of $£1,000,000, and he
leaves children and divides it among them, or divides it among
his friends, or, like the great Mr. Duke, for instance, divides
it up into various parcels, the percentages in this amendment
will apply to each one of the parcels. It will, therefore, not
go nup as high as it would if it were applied to the estate as a
whole. That is the difference between an estate tax and an
inheritance tax. Under the estate tax that we have now, or
any other estate tax, the computations are based on the
estate taken as an entity, taken as a whole. An inheritance
tax reckons 1ts percentages upon the various inheritances; and,
as I said before, the amendment as it now stands could be com-
pletely avoided as far as taxation is concerned by any man if
he would divide his property up into enough parcels, no
matter how big it is. It would be possible, if this amendment
should become a law, that any man in the United States snub-
jeet to this law could avoid it entirely, and do it with perfect
legality, if he divided his estate up into small enough parcels,

Mr. SIMMONS. That is, the Senator would make the tax
very high because he is satisfied that it would be avoided?

Mr. NORRIS. No;:; I say he could avoid it. Under the

{llustrations that are continually given by the Senator from

North Carolina, he takes the estate as a whole and figures on
that, which, of course, never would be done in practice. It
would not be the law, and I submit it is not at all fair to do
that in the way of giving illustrations.

Mr. SIMMONS. I want to say to the Senator, if he will
pardon me—

Mr. NORRIS. Certainly.

Mr. SIMMONS. In giving the basis of my final conclusion,
the figures which I gave, £9,000,000,000, which would be sub-
ject to income tax under the Senator’s amendment, represented,
I find, only tangible property. They did not take in, as I
thought they did at the time I was speaking, bonds and other
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intangibles. If we should take In money and bonds and stocks,
it would probably amount to twice that.

Mr. NORRIS. Is that the income that would come from it?

Mr. SIMMONS. Nine billion dollars, I said, was the amount
of income tax that would have to be paid under the amendment
of the Senator, representing the value of the tangible property,
but if we include——

Mr. NORRIS. Let me get the Senator’s idea. Does the
Senator mean to say that if this amendment should become a
law in one year there would be collected under it $8,000,000,0007?

Mr. SIMMONS, 1 did not say that. I said that at once.
according to the estimates—and, of course, these things all
have to be estimated—the tangible property changing hands
annually by death, which would be subject to income tax,
would amount to $£000,000,000.

Mr. NORRIS. In one year?

Mr, SIMMONS. Yes. The Senator complained that I did
not give the benefit of the deductions and the benefits to the
estate. He is talking now about an inheritance tax.

Mr. NORRIS. Yes.

Mr. SIMMONS. And not an estate tax. I am saying to the
Senator that if I had added all the intangible property, chang-
ing hands each year by death, to this £9,000,000,000 of tangi-
ble property, it probably would have amounted to fifteen or
gixteen or eighteen billion dollars of property that would an-
nually be converted to capital subject to income tax.

Mr. NORRIS. The Senator gives me an idea that I had
entirely overlooked. He suggested to me an argument in favor
of this amendment that I had not thought of, and he has glven
me some figures to back it up. Outside of the intangible prop-
erty, there would be about £0,000,000,000 that would become
subject to the tax, he says. If we include the intangible prop-
erty there would be about how much—8§16,000,000,0007%

Mr. SIMMONS. I have no flgures on that.

Mr. NORRIS. What was the estimate?

Mr. SIMMONS. It was estimated that it would be prob-
ably very much larger, probably sixteen billion.

Mr. NORRIS. All right. Nine from sixteen leaves seven.
Seven billion dollars of property, intangible, which to a great
extent goes mow absolutely untaxed, this amendment would
get. That ought to be a sufficient reason for voting for the
amendment.

One of the difficult things in the administration of our tax
laws is the ability to tax intangible property. It can not be
reached, and it is not reached, or a very small proportion of
it is reached.

Mr. SIMMONS. Does the Benator mean——

Mr. NORRIS. According to the Senator's figures, not mine—
I am not an expert—according to the Senator’s figures, there
iz to be brounght to the surface for taxation by this amendment
$£7,000,000,000 worth of intangible property which now, to a
very great extent, escapes taxation, and which everybody ad-
mits ought to be taxed.

Mr. SIMMONS. Owners often escape taxatlon under the
laws we have made levying taxes upon incomes, do they not?

Mr. NORRIS. All kinds of laws. We have never passed
a law which covers it all.

Mr. SIMMONS. If they escape it now under the law, they
will escape it under the new law.

Mr. NORRIS. The Senator is complaining that under this
amendment it will not escape, and everybody knows that under
an inheritance or estate tax it does not escape. That is one
of the things which an estate tax or an inheritance tax reaches
which no other law ever devised by the brain of man has suc-
ceeded In reaching in full,

Mr. SIMMONS. The point I made was this, that If these
intangible properties are escaping taxes under the present
income tax law, if we require that they be givem in as part
of a dead man's estate as income, the beneflclaries can evade
that income tax, just as people are evading the present in-
come tax.

Mr, NORRIS. No, Mr, Pregident——

Mr. SIMMONS. But, as a mafter of fact, the Senator
knows—— = 1

Mr. NORRIS. I hope the Senator will permit me to go on.
I will let the Senator interrupt me, but not to make a speech.

Mr. SIMMONS. The Senator has been criticizing me per-
sonally and otherwise in all the arguments he makes, His
prineipal argument, and seemingly the one he most relishes, is
an aftack upon me. A little while ago he talked about my
coalition with the other side. When we got to the automobile
tax he was very glad to have me cooperate with him, and I
did. When we got to the admissions tax he was very glad to
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Mr. NORRIS. I take off my hat to the Senator. I am glad
the Senator did cooperate with me. I was tickled to death to
have him do it

Mr. SIMMONS. That showed the Senator that his statement
about my alliance with these people, except in matters in which
I agreed with them, just as I agreed with the Senator in the
matters in which I voted with him, was unwarranted. The
Benator then confessed that those arguments and those slurs
he has been casting upon me were unwarranted and untrue.

Mr, NORRIS. No, Mr. President. In the first place, I did
not cast any slurs. In the next place, I very, very gladly con-
fess, I very gladly concede, that the Senator believes in every-
thing he has ever professed, and that he went with the Senator
from Utah because he agreed with the Senator from Utah,
I never doubted that. I have said a good many times that as
between the Democratic machine and the Republican machine
it was just a choice between tweedledee and tweedledum. They
do believe alike, I concede, perfectly honestly.

The Senator has made an estimate—and I take his figures—
of $7,000,000,000 worth of intangible property. Bverybody
knows it escapes taxation almost entirely now. The Senator
says it will escape It under this amendment. But no economist
has ever asserted——

Mr, SIMMONS. No; I did not say it would eseape it under
this amendment. I said by the same method that it escanes
it now, as the Senator says it does, if it does, it will do so
under this amendment also.

Mr., NORRIS. All right——

Mr, SIMMONS. But the Senator and everybody knows——

Mr. NORRIS. The Senator has made his statement. I will
accept it

Mr. SIMMONS. The Senator made another statement that
I want to answer.

Mr. NORRIS. I will let the Senator go on, certainly.

Mr. SIMMONS. The Benator said that under the present
law all these bonds and securities and stocks and intangible
stuff of that sort escape any tax at all, and he says everybody
knows that is so. Everybody knows that the Senator is mis-
taken about it, and that they are now paying in the way of
income taxes very considerable amounts. That tax constitutes
a very large part of the taxes realized by this Government
under the income tax law.

Mr. NORRIS. I think the Senator ought to modify his
statement just a little. The Recorp will show that 1 said that
intangible property to a great extent escapes taxation; that
everybody admits it; and that everybody knows it. If I am
wrong about it, and it does not escape taxation, then the Sen-
ator is right. But I make the statement—I made it a while
ago, when the Senator interrupted me before—that under this
amendment, under every Inheritance tax law, under every
estate tax law, intangible property does not escape taxation;
that is, when a man 1s dead and when the administrator
gathers together and ltemizes all of his property. That is
once when It does not escape taxation, if there 1s a law that
taxes it. If there is no estate tax, If there is no inheritance
tax, it escapes again and goes free of taxatlon to the men
and the women and the corporations to whomever it is given,
and who have never done anything to accumulate it or bring
it together.

Mr. SIMMONS. Mr. President, will the Senator permit an
interruption?

Mr. NORRIS. Yes.

Mr. SIMMONS. In the hands of a living man these bonds
and stocks and securities pay an income tax upon their earn-
ings under the present law, and it 1s a very difficult matter I
should think for them te escape.

Mr. NORRIS. There Is a great deal of tax paid under fit,
there 1s no question about that. Not all intangible property
escapey taxation,

Mr. SIMMONS. But the Senator says that when a man
dies he wants to treat these notes, these bonds, these choses
in action, these securlties, as representing income to his heirs,
his legatees, or his devisees, and tax the whole volume of the
estate, both personal and real, tangible and intangible, as
100 per cent Income.

Mr. NORRIB. Is that the question of the Senator? He
has not even an Interrogation point after it this time. What
does the Senator want me to do?

Mr. SIMMONS. That is all I want to say.

Mr. NORRIS. All right. Agaln, these estates, under this
amendment, are not taxed as a whole. This particular amend-
ment would not be any better than any other estate tax or
inheritance tax, as far as gathering intangible property of a
dead man together is concerned, but unless the property is
shown up somewhere nobody gets 1t."
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When a man dles, the administrator or the executor gathers
all his property, and everybody who is interested in his prop-
erty is anxious to see gathered together just as much as pos-
sible, and none escapes. This would tax it as income to those
who get it. It does not tax the man who owned it. It does
not levy any tax on the estate. There is nothing to that.
The computations which have been made here by the dozen,
figured on the estate, have no application whatever to this
amendment.

Mr. SIMMONS. Mr. President, the computation I made was
based upon a flat tax of 5 per cent. The Senator knows that
under the income tax law it goes up to as high as 24 per cent.
We put it at 5 per cent, then estimated that it would not prob-
ably exceed 10 per cent, It might reach 10 per cent, but even
with a rate of 5 per cent we would get from this tax $450,-
000,000,

Mr. NORRIS. Four hundred and fifty million! Here are
the two experts, the Senator from Utah and the Senator from
North Carolina; one says $450,000,000, and the other says

250,000.

! Mr. SIMMONS. No, Mr. President; I did not say that. I
gaid the Actuary of the Treasury, Mr. McCoy, had made the
calenlation——

Mr. NORRIS. The Senator did not say that before, but——

Mr. SIMMONS. I did say that in my speech.

Mr. NORRIS. The Senator did not say it just now.

Mr. SIMMONS. No; what was the use of repeating it?

Mr. NORRIS. I will let the Senator put it in his own
words. I hope he will be patient.

Mr. SIMMONS. I am not impatient.

Mr. NORRIS. No; I know the Senator is not, but I was
in hopes he would be.

Mr, SIMMONS. I thought the Senator had in mind trying
to make me impatient, but I am not going to let him succeed.

Mr. NORRIS. I am not succeeding at all, if that is my
object. Everybody can see that. The Senator is very calm.
I congratulate him,

Let us come again to these two leaders here—and I hope
nobody will be offended when I call them the two leaders,
The Senator from Utah says this tax will raise $250,000, and
the Senator from North Carolina says it will raise $450,000,000.
They are just a little bit apart in their estimates for two
men who are handlirg this tax bill. If the rest of us wander
aronnd and stagger and tumble and fall when our leaders are
as far apart as that, I do not think there ought to be any
eriticism. There is a difference of a little over $449,000,000
between these men as to the income this will produce.

Mr. SMOOT. It is useless to interrupt the Senator, but I
said that under the gift tax there would be not to exceed
$250,000. That is exactly what I said.

Mr. NORRIS. Do not try to get out of it like that.
accept the Senator's word, if he says he said that.

Mr. SMOOT. That is exactly what I said.

Mr. NORRIS. Did the Senator write it down on the paper
he has before him?

Mr. SMOOT. No; I have it here, though,

Mr. NORRIS. T see the Senator has it in typewriting,

Mr. SMOOT. No; that is the Senator’'s own proposed
amendment.

Mr. NORRIS. That is my amendment, and that is what the
Senator sald would raise $250,000.

Mr. SMOOT. No; that is not the figure. That is $2,000,000
that T had reference to.

Mr. NORRIS. I do not mean those figures. I am referring
to the amendment. The Senator said right at the beginning of
this debate, sald it right out in the open, and I have no doubt
but that the reporter has it in the Recorn——

Mr. SMOOT. If it is, It will be there to-morrow.

Mr. NORRIS. I hope so

Mr. SMOOT. There is no doubt about it.

Mr. NORRIS. I hope so. It is quite immaterial whether it
is there or not. I only meant that those figures show, after
all, that all great men are human, and here are two great
men, one or the other of whom, if not both of them, must be
mistaken. I am inclined to think we will find out, if this
amendment shall be put in and allowed to run a year and
tried out, that neither one has come within a few dollars, at
least, of being correct.

Mr. SMOOT. I was discussing the gift tax. For the first
gix months of 1925 we collected $138,619.84, and twice that
amount would be a little over $250,000, just as I maid. I do
not know anything about what basis the Senator from North
Carolina used.. :

Mr. SIMMONS. I told the Senator I was giving the estl-
mate of the Actuary of the Treasury.
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Mr, SMOOT. The Senator asserted I was not referring to
the gift tax at all.

Mr, SIMMONS. No. I was referring to the income tax,

Mr. NORRIS. The BSenators were both referring to my
amendment.

Mr. SMOOT. I was referring to the gift tax.

Mr. NORRIS. But I was discussing the amendment. The
Senator from Utah interrupted when somebody asked the
question and said it would bring in $250,000,

Mr. SMOOT. The Senator is mistaken, because I stated——

Mr. NORRIS. All right; suppose I am mistaken?

Mr. SMOOT. Let me complete my statement.

Mr. NORRIS. It is nothing but an estimate in either case,
It is not any great sin. I only want to call attention to how
far two men differ, but I do not think either one is right
or that the expert in the Treasury is exactly right, and I do
not care very much. It is not material so far as the amend-
ment is concerned. I just mention it in passing.

Mr. SMOOT. I simply say that when I was gliscussing the
question I stated that if we did not have an inheritance tax
there was no good in having the gift tax, and the Senator
agreed to it.

Mr. NORRIS. Yes; I said the same thing.

Mr. SMOOT. Then when the question arose as to what
the gift tax wonld bring in, I said the gift tax now wouid
bring in about $250,000 a year. That is all there was to it.

Mr. NORRIS. Now the Senator has had his say and I
have just as much respect for his judgment as I have for my
own, and that is saying a good deal. But I want to give my
version of it. The Senator is talking of a time that is entirely
different from the time I am speaking of. It was not when the
Senator said if there was no inheritance tax a gift tax would
not be necessary that he said that the gift tax was bringing
in %250,000. That is not the time I referred to at all.

Mr. SMOOT. It was the time I referred to, though.

Mr. NORRIS. The Senator will certainly permit me to
have my opinion as to what he said. The Senator will do that,
will he not?

Mr. SMOOT. Is not that when I interrupted the Senator?

Mr. NORRIS. I am just about to tell. When I was dis-
cussing it some one, I do not know who it was, asked the
question, *“ How much will it raise?” and the Senator, without
getting out of his seat—it was not when he was debating it,
but when he was seated in his place—said $250,000. Of course,
I may be entirely wrong and the Senator from Utah may be
entirely right. Ordinarily I would say that I was wrong and
the Senator was right, but so often in the few years I have
been here I have found that even the Senator from Utah is
sometimes mistaken that I am inclined to think perhaps he
may be mistaken now.

Let us remember the fundamental difference between an
inheritance tax and an estate tax. The estate tax uses as the
basis the entire estate. For instance, let us say we have an
estate of $5,000,000 and there is a flat estate tax of 1 per cent.
We would reckon 1 per cent on $5,000,000, Then let us say
it goes as high as 10 per cent when it gets to $10,000,000.
With an estate of $12,000,000 we would have $2,000,000 above
the $10,000,000, and that would be figured at 10 per cent.
Now let us take that same estate of $£10,000,000 and apply
the inheritance tax to it. Suppose the owner of that estate
had five children and gave each one of them one-fifth of his
estate. Each one would get $2,000,000. We would start to
compute the rates and would stop at $2,000,000 in each case,
s0 we would never reach the high brackets. That is the dif-
ference. So when the Senators take up my amendment and
take an estate named at a specific figure, and caleculate the
tax it will pay, they have not made a fair application of the
proposition because, while I concede that there might be an
estate not divided at all, that very seldom happens.

Mr. KING. Mr, President, will the Senator yield?

The VICE PRESIDENT. Does the Senator from Nebraska
yield to the Senator from Utah?

Mr. NORRIS. Certainly.

Mr. KING. What would be the tax upon an estate of
$10,000,000 undivided?

Mr. NORRIS. I have not figured it, but I will say to the
Senator that when we get above $100,000, taking the bill as
amended by the Senate, it would be 20 per cent on all above
$100,000, and under $100,000 it would take the rates running
down to the deductions of income brackets.

Mr, KING. It would be less than 20 per cent approximately?

Mr. NORRIS. Oh, yes.

Mr. KING. Between 15 and 18 per cent?

Mr. NORRIS. Yes; but the Senator well knows that an
estate of $10,000,000 does not usually pass in one estate. It is
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not once In a thousand times that one person gets the estate
either by act of law or by the will of the testator. I suppose it
is falr to say that five or six divislons would be the average.
Take a $10,000,000 estate and divide it up into enough portions,
and they would not reach up to the h brackets like they
would if it was all counted as one bulk, like the estate tax
would do. That is the point I want to make.

To my way of thinking no one has offered a valid objection
to my amendment.

Mr. KING. Mr. President, will the Senator permit an
inguniry?

Mr. NORRIS. Yes.

Mr, KING. I was wondering whether the Senator had any

information as to the number of estates under $50,0007 The
Senator from North Carolina stated, if I understood him cor-
rectly, that, accepting the general view, the estates of all
decedents in a year would amount to about $9,000,000,000.

Mr. SIMMONS, Of tangible property.

Mr. KING. Just tangible?

Mr. SIMMONS. Just tangible property.

Mr. KING. Not intangible?

Mr. SIMMONS. I was making my statement based upon
tangible property only. It does not include bonds, it does not
include stocks, and it does not include securities of any kind.

Mr. KING. 1 was wondering if the Senator from Nebraska
had any figures as to the proportion of estates in value, if not
in numbers, during the year?

Mr. SIMMONS. Does the Senator mean under the inher-
itance tax?

Mr. KING. Yes.

Mr. SIMMONS. I can give the Senator the figures if the
Senator from Nebraska will permit me to do so.

Mr. NORRIS. Ob, yes; I yield.

Mr. SIMMONS. The returns of net estates subject to in-
heritance tax in 1924, the last year of which they have a
record, were 13,750 in number. The table shows that estates
under £50,000 subject to tax—the $50,000 exemption had not
been taken out—were 6,452, nearly one-half of the total. The
table further shows that the number of returns of estates be-
tween $50,000 and $150,000 was 2,391 ; estates between $150,000
and $250.000, number of returns, 742; between $250,000 and
$450,000, number of returns, 566; between $450,000 and $750,-
000, number of returns, 206; between $750,000 and $1,000,000,
number of returns, #4; between $1,000,000 and $1,500,000, num-
ber of returns, 86 ; between $1,5600,000 and $2,000,000, number of
returns, 36; between $£2,000,000 and $3,000,000, number of
returns, 23; between $£3,000,000 and $4,000,000, number of re-
turns, 9; between $£4,000,000 and $5,000,000, number of re-
turns, 1; between $5,000,000 and $6,000,000, number of re-
turns, 4; between $6,000,000 and $7,000,000, no returns; be-
tween $7,000,000 and $8,000,000, number of returns, 2; be-
tween $9,000,000 and $10,000,000, number of returns, 4; over
§10,000,000, number of returns, 5. Those figures are taken from
the statistics of incomes for 1924.

Mr. KING. I want fo call the attention of the Senator from
Nebraska to the fact—and the figures which the Senator from
North Carolina has given corroborate me in the view which I
had, and as I had remembered the fizures—that the great ma-
jority of the estates were under $50,000. As I understand the
Senator's amendment, it would tax gifts, but anything below
$50,000 wonld not be subject to tax, which his amendment con-
templates. Therefore the great majority of the property of
decedents would not be subject to the tax proposed by the
Senator's amendment. When the Senator contemplated such
an enermons amount of revenue based upon the presumption of
£8,000,000,000 or $9,000,000,000 or $10,000,000,000 transmitted
by death—that is, that there was that amount of property de-
volved by death upon others—he failed to take into account,
or at least it was mot stated, that the greater part of this
property wonld probably be held by estates under $50,000 and
not subject to taxation.

Mr. NORRIS. I think the Senator from Utah has made the
point very clear, and it is a complete answer to 90 per cent of

. what the Senator from North Carolina has said in his argu-
ment.

The amendment will get taxes from securities that are now
tax free. It will get intangible property that to a great ex-
tent is tax free now. It does not tax the man who owns the
property, something that is not true of every other tax. It only
taxes the person who gets the property for nothing, so that it
can be no hardship and no burden. It will bring in quite a
large amount of revenue.

I want to return again to the illustration I made when 1
began and to conclude with it. Here are two people, one of
whom works and labors and acecumulates an estate of $10,000,
let us say. He may have done it on the farm. He may have
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done it in the chair. He may have done it in the counting-
house. He may have done it in the pulpit, although I doubt
that very much. He may have done it in the Senate, even.
He has a net estate of $10,000. He has earned every dollar of
ft. He has toiled for it. He has given the sinews of his life
for it. It may be that it cost him many a drop of sweat and
many a day of weary labor and toil and some suffering. To save
the money he may have sacrificed all the luxuries of life and
many of the necessities. He is laying by something for his
children and for his wife, perhaps, if he should be called away
by death. He makes $10,000 in that way, and the heavy hand
of the Government reaches out and taxes him. I do not com-
plain. That is all right. It is the law, and ought to be the
law. We must pay taxes. But at least we ought to remember
that that man has earned every penny by his own efforts,

Here is another man who is a vagabond, who never earned
a penny in his life, who has never done anything in the world
but to pull eivilization just a little bit lower down, he spends
the money given to him by lavish parents for luxuries, in high
living, perhaps in debauchery ; his life is doing no good: he is
not helping the country; he is not helping to advance civiliza-
tion, but in the same year that this other man is earning
$10,000 this vagabond’s parent dies and leaves him $10,000,
He gets every cent of it tax free under the law. Is that right?
Has anybody in this debate yet defended that or shown a reason
why it should be? All the sympathy which has been extended
to the overtaxed rich man can not apply to an inheritance
like this. The man who gets it gets it for nothing, and Sen-
ifttoris. who oppose this tax do not want him tv pay anything
or it.

I said at the beginning, Mr. President, that if there were
any disposition to think that I have not given a sufficient
amount of exemption in my amendment I would be willing to
raise it, and I am going to do it now. I am going to modify
my amendment so that it would give exemplion from taxation
in every case used as an illustration by any opponent of the
amendment when it comes to the widow or the children. I do
not think the exemptions ought to be so great as I am going to
make them, but I am going to meet the arguments of Senators
who oppose the amendment by liberalizing it and entirely elimi-
nating from taxation every case unsed as an illustration by
any Senator in opposition to the amendment, so that what
taxes will be left will come from those who are so wealthy that
even if they were levied and were to be taken from their prop-
erty they would not find it out unless they saw it done, and
those who get the property would never feel the difference.

Some Senators have even spoken in favor of an inheritance
tax when we had the estate tax before us for consideration.
I have been told that one of the members of the Finance Com-
mittee made a plea here for an inheritance tax as compared
to an estafe tax. Now is the opportunity to get it; but will we
get the votes of those Senators?

The argument that has been made here, in the main, so far
as it has been, in my judgment, a logical argument, is one
that applies to every estate or inheritance tax, whether it be
State or national. Do not forget, Senators, that this propa-
ganda that has originated in New York and spread over the
country in favor of a repeal of the Federal estate tax is a
part of the propaganda to wipe every inheritance and estate
tax from the statute books in every State in the Union. Do
not worry about it; it will come. Eliminate the Federal estate
tax and put the States in competition with each other, and
they will invite wealthy men to come within their borders by
freeing them from the payment of inheritance and estate taxes.
Advertisements are now belng published in the newspapers
all over the country that Florida is a place where the rich
man will escape taxation. Senators themselves may read those
advertisements. The States adjoining will have to give up
their inheritance taxes. Those who are ¢rying aloud now that
they want to repeal the Federal estate tax because they want the
States to use it may be in perfect earnestness, may be per-
fectly determined, perfectly honest in motive, for there are
some people undoubtedly who believe that, but the great mo-
mentum behind this propaganda, and the great movement which
has originated in Wall Street to canse us to obey our master's
voice at the other end of the Avenue to repeal the inheritance
tax is born of the desire to get rid of all inheritance taxes.

I wish to say that everyone knows, if he will think about it,
that it will be an impossibility to get a uniform inheritance tax
or an estate tax adopted by the States. FEverybody knows it
and nobody knows it better than do those who are behind this
propaganda. It ean not be done and it will not be done. What
we will be doing by the repeal of estate and inheritance taxes
will be the establishment of refuges for millionaires in the dif-
ferent States of the Union. A State in its own defense will
have to repeal its inheritance tax, or property will move out of
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its borders to States In which taxation is less. The result will
be that the inheritance taxes in a few years will be an unknown
quantity.

Now, Mr. President, I modify my amendment by changing the
exemption of $5,000 in the value of every gift bequest or devise
to $25,000, and by changing the exemption in the case of a
widow or children from $50,000 to $200,000.

Remember, this amendment is proposed to come in on page
43, where the exemptions from gross income are itemized.
Paragraph (3) provides for one of the exemptions. As the
bill now reads, it provides:

The value of property acquired by gift, bequest, devise, or in-
heritance—

That means that is to be exempted and not accounted as
a part of the gross income,

{but the income from such property shall be included in gross income.)

My amendment is added to that language.

First, before I read the amendment as I propose to modify
it, let me say that providing in the proposed law that be-
quests and inheritances coming to persons shall not be in-
c¢luded in making ount their income-tax returns is based on
theory that such inheritances and devises and estates have
been otherwise taxed. Now, In this bill we have repealed
the estate tax, so that there is no reason why these objects
should be free, and they should accordingly be included in gross
income.

In addition to those éxemptions which I have provided in
the amendment, inheritances will be subject to all the other
exemptions of the income-tax provisions, so that the amend-
ment does not embrace all of the exemptions. As proposed to
be medified, my amendment reads as follows:

The value of property acquired by gift, bequest, devise, or In-
heritance (but the income from such property shall be included in
gross income) : Provided, That the excess in value above $25,000 of any
gift, bequest, devise, or inheritance shall be considered and accounted
for as gross income: Provided further, That any glft, bequest, devise,
or inheritance from & husband to his wife or from parent to son or
daughier shall not be considered as gross income, except as to the
excess of such gift, bequest, devise, or Inheritance above $200,000.

If the amendment be adopted in that form, every illustration
that has been given here will be tax free, so far as the amend-
ment is concerned.

Mr. KING. The Senator diminishes the first exemption from
$50,000 to $25,000 and increases the last exemption from
$50,000 to $200,0007

AMr, NORRIS. I propose to increase the $5,000 exemption to
$25.000, and the other from $£50,000 to $200,000. If no other
Senator now desires to speak, I ask for the yeas and nays on
the amendment.

Mr. SIMMONS. Mr. President—

The VICE PRESIDENT. The question is on the amendment
proposed by the Senator from Nebraska [Mr. Norris].

Mr. COUZENS. I suggest the absence of a quorum.

The VICE PRESIDENT. The Secretary will call the roll

Mr. SIMMONS. Mr. President, I was on my feet seeking
recognition, and I hope the Senator from Nebraska will permit
me to proceed. I desire to detain the Senate merely for a
minute or two.

The VICE PRESIDENT. The Senator from North Carolina
will proeceed.

Mr. SIMMONS. Mr. President, my connection with the tax
measures of the Nation as a member of the Finance Com-
mittee began 15 years ago, and by reason of the fact that I
have been long engaged in the framing of such bills, and in an-
earnest and honest effort to try to equalize taxation in the
United States, I think that I am under a peculiar obligation,
althongh I am not a member of the majority party, to the
Senate and to the country as well to serutinize and try to
understand the effect of the different provisions of the pending
bill and of the various amendments which have been offered
to it, and at least to give, for what they may be worth, the
benefit of my judgment and my information,

The Senator from Nebraska [Mr. Norris] refused to give
any consideration in his argument to the facts and figures
which I furnished the Senate, showing the difference in the
amount of tax that the dead man’s estate would have to pay if
the whole estate be treated as income and what the heirs
would have to pay if it be treated as capital. The Senator is
perfectly confident that whatever he proposes here is correct
and sound and just, but I have not that confidence in his judg-
ment about these matters. I am sure that in presenting this
amendment he has given the matter no adequate investigation
and that he does not understand the effect of the taxes that
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will have to be Smid under his amendment as compared to
those which would be pald under the inheritance tax.

The fundamental defect of his amendment is that he pro-

ses to impose the rates of the present income tax law upon

e entire estate when it comes Into the hands of the devisee or
the heir of the dead man. I have shown by comparing the
rates imposed in the estate-tax provisions of the House bill
with the rates imposed on income in that bill that the tax
under his amendment would amount to a tax, in some in-
stances, as high as from five to six times as much as would be
paid under the estate-tax provisions of the House bill, and two
or three times as much as would be paid under the estate tax
provided for in the act of 1924, which prescribed a rate of 40
per cent.

The Senator from Nebraska has stated that his amendment
is in the nature of a substitute for the estate tax. If it is to
take the place of the estate tax, it is, therefore, legitimate that
I should compare, as I have done, the tax that would be paid
under the estate-tax provisions in the House bill and the tax
that wounld be paid upon the same estate if it be treated as in-
come and transferred to the Income column of the House bill.

Without meeting the facts that I have given, without at-
tempting to analyze them with reference to the relative rates,
without denying even the rates that I have read to the Senate,
the Senator secks to parry the effect of this statement of fact
taken from the record by saying that he proposes to substitute
in part an inheritance tax for an estate tax; that under an
estate tax the estate of the dead man worth a million dollars
would be divided among his kinsfolk and would not have to
pay, therefore, the high rates under the higher brackets.

All of that I had discounted in my figures. The estimate
which I gave of $450,000,000 a year as the revenue that this
country might expect to realize from the bill if the amendment
of the Senator were adopted was based upon the amount of
tangible property that would be transmitted. Everybody knows
that the tangible property of the United States is not much
more than one-half of the property of the United States. In-
tangible property was not included in my figure of $9,000,-
000,000, Mortgages and notes, bonds and stocks, securities of
all kinds, were not included. They are not included, and they
ought not to be included for the purpose of the argument that
I made. Buf, Mr, President, the amount of bonds and stocks
that were not included would more than compensate for this
distribution of which the Senator speaks, would more than
compensate for these reductions he claims. Even if the dis-
tribution should result in reducing the amount of property to
be given in his income one-half—and it would not—then my
figures would hold, because my fizures apply only to about one-
half of the property of the United States; and what I said—
and the Senator has not answered that—was this:

Take this one-half of the property of the United States, rep-
resented by its tangible property. It is valued at $330,000,-
000,000, It is estimated—and the figures of the past experience
of the department confirms the estimate—that about £9,000,-
000,000 of this tangible property passes every year by rea-
son of the death of its owner. Seven or eight billions, prob-
ably, of intangible property passes during that time. I have
not included the intangibles, because I supposed that if we
went upon the inheritance plan there would be a distribution
instead of a flat levy, and I therefore left a margin of prob-
ably seven or eight or probably as much as nine billions of
dollars to cover that loss by reason of subdividing and dis-
tributing these estates before applying the tax rate instead of
taxing them in a lIump.

But, Mr. President, I went further than that. The figures
of $450,000,000 which I gave were based upon the theory that
these estates would not have to pay as income tax more than
b per cent, and I stated that 5 per cent would eover only the
normal tax; but for the purpose of demonstrating the enor-
mous tax that it was proposed to have paid, for the purpose
of showing the enormous revenue that the Government would
obtain, instead of applying the average tax in the income
schedules, which wonld probably be 10 or 12 per cent, I took
only the normal rate of B per cent and applied it. Applying
this low normal rate of 5 per cent to this nine billions of
property representing probably only one-half of the estates of
men who die, we get an income of $450,000,000 from this tax,
whereas under the present estate tax we get only about $105,-
000,000 or $110,000,000 a year.

But, Mr. President, I think the Senator and all Senators
see that my estimate was entirely too low. I stated then,
and I say now, that the Actuary of the Treasury, looking at
this with his great experience, having to make as he does the
estimates upon which all of our tax levies are based, looking
at all of those elements of this problem, advised me that he
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thought that probably, Instead of $450,000,000 being renlized by
the Government from this source of taxation, it wounld be
nearer $£900,000,000 if this amendment should be agreed to.
Of course, the Senator from Nebraska will reduce that a little
by the reductions that he proposes to make, but T am confident
that all the reductions that he proposes in his modification,
which he was driven to propose to the Senate because the
outrageous character of his amendment had been exposed by
myself who just preceded him, would not reduce below $600,-
000,000 the amount to be derived from these death taxes,
taxes which he proposes shall be Imposed by the Government
upon the estates of dead men, men who died during the cur-
rent year: and that amount of $600,000,000 is more than we are
now realizing from all the income taxes that we impose upon
the incomes of living men.

In other words, there are 13,000 dead men, we will say,
according to the figures I have given, whose estates must pay,
by converting what is capital into income, $600,000,000 to the
Government every year, while the 7,000,000 income-tax payers,
including these hated millionaires, mention of whose name is
like a red flag flaunted in the face of the Senator from Ne-
braska, wonld pay $150,000,000 a year less than that amount.

But, Mr. President, the oppressiveness of this proposition is
not fully stated by the figures I have given. It is worse even
than that.

Shortly after we imposed the moderate inheritance tax of 25
per cent upon estates representing one-fourth of a dead man's
estate it was discovered by the Treasury Department that if
all of that money had to be paid at once it would amount in
many cases to absolute confiscation, making it necessary to
throw the property of the estate upon the market and sell it at
sacrifice prices. In many instances it wounld have amounted to
confiscation. When those facts were brought to the attention
of the Finance Committee we at once proceeded to insert in the
tax bill a provision, which was absolutely fair and just, to the
effect that on account of the enormouns imposition growing out
of a flat tax of 25 per cent upon all the accumulations of the
lifetime of a dead man, his estate should be given several
years in which to pay that tax. We first gave them two or
three years, and then finally we were driven to the necessity of
giving them six years in which to pay the tax; and in connec-
tion with this very bill, Mr. President, the Actuary of the Treas-
ury lLas presented fizures showing that the inheritance taxes
imposed under the act of 1924 for the last year, amounting to
$415,000,000, will not be paid until the end of the year 1932. In
other words, they have six years in which to pay these taxes.
The proposition of the Benator now is to take all of the prop-
erty of these 13,000 inheritance-tax payers and convert it into
income, and require them to give in that income for the year
1926, payable when? Every dollar of it payable during the
year 1926,

A man might without embarrassment pay the taxes upon the
income realized from a very large estate within one year, but
when he is required to treat all of his estate as income in one
year and pay the tax on it in that year, you can see what the
difference is.

You ean see what a burden it 1s. Instead of paying the tax
upon $60,000, probably a high estimate of the income in 1920,
he would have to pay a tax upon an income of $1,000,000—
not the actmal income, but the income tax upon $1,000,000 of
net income,

Mr. President, I wish we could discuss these hills always
from the standpoint of fairness and justice as between tax-
payers. From such a viewpoint, I think we wounld see that
the proposition of the Senator from Nebraska in this case is
one of the most oppressive, one of the most unjust, one of the
most unreasonable propositions ever presented to the Ameri-
can Senate and the American Congress. Instead of that, how-
ever, we are led off into all sort of tangents when we go to
discuss it; and we had this morning an hour’s speech from the
Senator from Nebraska, not five minutes of which was devoted
to an attempt fo answer the figures that were presented, but
the whole of which, with the exception of a few minutes. was
devoted to general discussion of the question of whether a
rich man ought to be “soaked" more than a poor man, or
whether a poor man ought to be left free of all taxation and
all the burden of taxation placed upon the rich.

The VICE PRESIDENT. The question is upon the amend-
ment proposed by the Senator from Nebraska, as modified.

Mr. NORRIS. I ask for the yeas and nays.

The yeas and nays were ordered.

Mr. REED of Missouri. Mr. President, let the amendment
be stated.

The VICE PRESIDENT. The Secretary will state the
amendment.

CONGRESSIONAL RECORD—SENATE

FEBRUARY 12

The CuIier Crerx. On page 43, after line 13, it 1s proposed to
insert the following:

Provided, That the excess value above $25,000 of any gift, bequest,”
devise, or Inheritance shall be considered and accounted for as gross
income: Provided further, That any gift, bequest, devize, or inherit-
ance from a hushand to his wife or from parent to son or daughter,
shall not be considered as gross lncome except as to the excess of such
gift, bequest, devise, or inheritance above $200,000.

The VICE PRESIDENT. The roll will be called on agreeing
to the amendment.

The Chief Clerk proceeded to call the roll.

Mr, FERNALD (when his name was called). I have a
general pair with the senior Senator from New Mexico [Mr.
Joxes]. I transfer that pair to the senior Senator from Ver-
mont [Mr, GRegxg], and vote “nay.”

Mr. FLETCHER (when his name was called). I have a
general pair with the junior Benator from Delaware [Mr. po
Ponr]l. I understand that if present he would vote as I would
vote on this question. I therefore vote “nay.”

AMr. HOWELL (when his name was called). I have a palr
with the senior Senator from Kentucky [Mr. Erxsr]. In his
absence 1 withhold my vote. If I were permitted to vote, I
would vote “ yea.”

Mr. KING (when his name was called), I have a pair with
the junior Senator from Minnesota [Mr. Scmarp]. In his
absence I withhold my vote,

Mr. McLEAN (when his name was called). I have a pair
with the junior Senator from Virginia [Mr. Grass]. In his
absence, I withhold my vote. If I were at liberty to vote, I
would vote “nay.”

The roll call was concluded.

Mr. McNARY (after having voted in the affirmative). When
my name was cilled, I responded and voted. I am reminded
that I have a pair this day with the Senator from Maryland
[Mr. Bruce], In his absence, I withdraw my vote,

Mr. NEELY. T have a general palr with the senior Senator
from New York [Mr. WapswortH], but I am informed that if

he were present he would vote as I intend to vote. I voie
“ nay-"
Mr. BLEASE. I have a pair with the junior Senator from

Missouri [Mr, WirLiams], who is absent. If he were present
he would vote “ nay,” and I would vote “ yea.”

Mr. NORRIS, 1 desire to announce that the junior Senator
from Iowa [Mr. BrooxmART] is mnavoidably detained from the
Senate. He is paired with the Senator from Arkansas [Mr.
Caraway]. If the junior Senator from Iowa were present,
he would vote “ yea.”

I also announce that the senior Senator from California
[Mr, Jounsox], who is unavoidably absent from the Chamber,
is paired with the senior Senator from Arkansas [Mr. RoBIN-
soN]. If the senior Senator from California were present, he
would vote “ yea."

Mr. JONES of Washington.
lowing general pairs:

The Senator from Colorado [Mr. Means] with the Senator
from Texas [Mr, MAYFELD] ;

The Senator from Connecticut [Mr. Bixgmam] with the
Senator from Nevada [Mr. Prrryax]; and

The Senator from Illinois [Mr, McKiNrLEY] with the Senator
from Virginia [Mr, Swaxsox].

Mr. McLEAN. My colleague [Mr. Bixeaam] is unavoid-
ably detained from the Chamber. '

Mr. SIMMONS. The senior Senator from Arkansas [AMr,
Ropinson] has not instructed me in regard to this vote, but
from what I know of his general views of the matter, I am
gure that if present he would vote *“nay.”

Mr, REED of Pennsylvania. The senior Senator from New
York [Mr. WapsworrH] is unavoidably absent. If present, he
would vote “nay.”

Mr. GLASS. I vote “nay."”

The result was announced—yeas 13, nays B67—as follows:

I desire to announce the fol-

YEAS-13
Borah razier Norris | Wheeler
Couzens a Follette Nyve
nll MeMaster Rhipstead
‘erris Norbeck * Walsh
NAYE—G7 ¢+ :
Ashurst Edge ilarreld Oddle
Dayard Fdwards Harrls Overman
Bratton Fernald Harrison Pepper
Broussard Fess Heflin Phipps
Builer Fletcher Jones, Wash, Pine
Cameron George Kendrick Ransdell
Capper Gerry Keyes Reed, Mo.
Copeland Gillett McKellar Reed, Pa.
Curtls Glass Metealf Roliinson, Ind.
Dale Goft Moses Backett
Deneen Hale Neely Sheppard
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Bhortridge Rtanfield Tinderwood Willis
Bimmons Stephens Warren
Bmith Trammell Watson
Bmoot Tyson Weller

NOT VOTING—28
Bingham ¢ Frost Lenroot Roblnson, Ark.
HBlease Gooding MeKinley Sehall
Brookhart Greene McLean Swanson
Bruce Howell MeNar Wadsworth
Caraway Johngon Mayfield Willlams
Cumming Jones, N. Mex. = Means
du Font King FPittman

8o Mr. Norris's amendment was rejected.

AMr. REED of Pennsylvania. I send to the desk the follow-
ing amendment.

The VICH PRESIDENT. The Clerk will state the amend-
ment.

The Comr Crerx. On page 23, llne 16, after the word
“value,” insert the words “ or to paragraph (2) of subdivision
(e) of section 204"

Mr. REED of Pennsylvania. This is a mere clerical cor-

rection. We made the correction in the provision regarding
net gains, but it has been omitted in the provision about net
losses., 1 took the liberty of offering the amendment. I did
not see the Senator from Utah in the Chamber at the moment.
1 know we have discussed it before.

Mr., KING. That meets the approval of the Treasury
experts?

Mr. REED of Pennsylvania.
approval.

Mr. SIMMONS. Is that one of the amendments submitted
to the Senator from Pennsylvania and the Senator from Utah
to be adiunsted?

Mr. REED of Pennsylvania. It is one of the technical
amendments of the class submitted to us.

The amendment was agreed to.

Mr. REED of Pennsylvania. There is another correction I
want to have made on page 299, in line 19. I ask to have
the vote by which the committee amendment was agreed to
reconsidered, and then I shall move to insert after the word
“who"” the words “ knowingly and.” This is suggested by the
Senator from Virginia [Mr. Swaxsox]. It seems to me that
the word “wilfully ¥ Includes the idea of * knowingly,” but in
order that there may be no doubt about it, we have consented
to make the correction.

The VICE PRESIDENT. Without objection, the vote by
which the committee amendment on page 299, beginning with
line 19, was agreed to, will be reconsidered, and the question
is on agreelng to the amendment offered by the Senator from
Pennsylvania to the commitfee amendment.

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

Mr. MOSES. I send to the desk the following amendment.

The VICE PRESIDENT. The clerk will read the amend-
ment. i

The Cuier CrErg. On page 263, at the end of line 8, insert
a new sentence, to read:

Despite the foregoing provisions of this subdivision, such credit or
refund may be aliowed or made In respect of any taxable year if a
deficlency “is asserted by the commilssioner in respect of any of the
seven succeeding taxable years; but no such credit or refund shall be
allowed or made unless it appears that the taxpayer has overpald the
tax for the taxable year to which the clalm for eredit or refund relates,
even though the assessment of a deficiency for such taxable year Is
barred by an applicable statute of limitations.

Mr. MOSES. This is the amendment which I offered during
the session last night and to which exception was taken by
some of the experts advising the committee., I now find some
literary vindication in the language of the amendment, the ex-
perts having discovered that it is not a unilateral provision,
but that it affects the Government as well as the taxpayer,

I liope the committee may see fit to accept this amendment
and permit the matter to-go to conference, because it is a ques-
tion which, in my opinion, affects a great number of smaller
taxpayers of the country, who, having made out their tax re-
turns in previous years, discover now, when they are being
checked up on later years by the authorities from the Internal
Revenue Bureau, that they have overpald in years past, and
now a defleiency is claimed against them, but they can get no
credit for the overpayments.

As T said last night frankly, this is an amendment to extend
the statute of limitations; but it seems to me that it is en-
tirely a justifinble extension, and particularly so because it
applies to the Government as well as to the taxpayer.

Mr. KING. Mr. President, may I ask the Senator a ques-
tion ?

Mr. MOSES. Certainly,

I think it meets everybody's
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Mr. KING. I have not seen the amendment until just now,
but would 1t not permit a taxpayer to revive his accounts and,
it he discovered some additional depreciation or amortization
for 1917 or 1918, to tender that as an offset against any valid
claim which the Government had against him for failing to pay
his entire tax?

Mr. MOSES. That is not my opinion under the amendment
as drawn. I will say to the Senator from Utah that the amend-
ment was finally put into form in the legislative drafting
bureau and was for the purpose simply of permitting any excess
of payment which was discovered in the original return within
the seven years' limit to be permitted to be applied to the
deficiency now claimed; that it was not a reopening of the re-
turn at all, but it was simply an application of the rules, which
the aunditor of the bureau employs in checking up the current
accounts, to the entire series of returns made by the taxpayer.
I have had a great many letters of complaint, particularly
from the smaller business men in northern New England, who
this winter have found themselves confronted with the situa-
tion, where the traveling auditor from the internal revenue
office, checking up an account within the statute of limitations,
discovers that while the series of returns has been made in
exactly the same manner throughout the years by the taxpayer,
nevertheless he had overpaid in years previous and had no
redress, while a deficiency s now claimed against him.

Mr. KING. Baut it would mean, as an illustration, if A
overpaid $100 as the rules and regulations or as the law may
now Dbe interpreted, and the auditors in checking up his
accounts find he is owing for 1923, £100, then he is permitted,
notwithstanding the running of the statute of limitations
which would bar his recovery from the Government, to offset
the $100 which he claims now to have overpaid in 1917.

Mr. MOSES. Not which he claims to have overpaid, but
which is shown to have been overpaid.

Mr. KING. Under the new regulations, or under the mod-
ern interpretations, he is permitted to revive the statute of
limitations or, rather, to disregard it, and to offset against
the $100 which he actually owes the $100 which has been
barred by the statute of limitations.

Mr. MOSHES. I think I must have been rather clumsy in my
use of language if I did not make that clear in my original
statement. That is exactly the purpose of the amendment.

Mr. KING. It is to set aside the running of the statute of
limitations,

Mr. MOSES. To the extent of seven years, and I have no
desire to make it appear anything else.

Mr. KING. It seems to me that is a very dangerous amend-
ment.

Mr. MOSES, It is a very just one, I will say to the Senafor
from Utah.

AMr. KING. There may be differences of opinion, if my good
friend will permit me to differ from him. I feel sure it will
open the way to permitting some of these claims for amortiza-
tion or depreciation, so many of which have not been based
upon justice—indeed, some of them are fraudulent—to be re-
opened. The bar of the statute of limitations will be removed,
and they can come back under modern rulings or modified rules
and set up money which they claim to have overpald under
the more recent rulings against legitimate taxes which they are
owing. I think the amendment is too dangerous to be adopted
by the Senate, and I hope it will be voted down.

Mr. MOSES. I still maintain that it is just.

Mr. COUZENS. Mr. President, may I ask the Senator if he
realizes that the opening of the statute of limitations permits
the very thing that the solicitor fold me happened the other
day? They found a deficlency tax. They assessed the defi-
clency tax, and the taxpayer discovered or thought he discov-
ered a way of increasing his depreciation or amortization, and
to offset the deficiency tax he then magnified or increased his
depreciation amount in his return of his amortization allow-
ance to offset the deficiency.

Mr, MOSES. In a current return?

Mr. COUZENB. No; in an early return. If the account-
ants or the auditor of the bureau should audit the accounts
of the Senator from New Hampshire, for instance, for any
particular year and find a deficiency tax, and the so-called
A-2 letter were substituted, it would open up the statute of
limitations, and he could increase his request for an additional
allowance for amortization, depreciation, or something else.
That opens up the whole field for offsetting every deficiency
tax that is presented by the bureaun after the andit.

Mr. MOSES. Within the period named?

Mr. COUZENS. Yes; but the Senator is proposing to in-
crease the period.

Mr. MOSES. I am lengthening the period within which the
statute runs, I gtill maintain that the instances of injustice
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to the taxpayer are so numerous and so onerous in many cases
as to warrant the adoption of the amendment. Not even the
efficient logic of the Benator from Michigan or the volubility
-of the distinguished junior Senator from Utah can convince
me to the contrary. A :

Mr. COUZENS. The Senator might just as well ask in a
year or some other time to extend it to nine years, If we are
going to extend the statute of limitations, these matters, to my
mind,; will never be settled by the burean.

Mr. MOSES. That is quite true. The Senator might just as
well do it, but he has no intentien of doing it. The Senator
means some other Senator might try 1t?

Mr. COUZENS. Anybody might try to open it up on the
complaint of some taxpayer, and so keep the statute of limita-
tions perpetually opened.

Mr, MOSES, Obh, there Is always a possibility of it, but
that does noft prevent me from undertaking to remedy what I
believe to be a grave injustice fo many small taxpayers.

Mr. COUZENS. 1 am not finding fault with the Senator
for trying it

Mr. SMOOT. I said last night what I wanted to say with
reference to this matfer. I think it is a very dangerous and
unwise amendment, but if the Senator wants a record vote I
am perfecily willing he should have it.

Mr, MOSES. We spent four hours or more on a single
amendment. I understand the pressure under which the Sena-
tor from Utah is laboring with reference to the measure. I
have not any intention of endeavoring to take the time of the
Senate with a record vote. I am entirely willing to settle the
matter by a viva voce vote.

The VICE PRESIDENT. The question is on agreeing to
the amendment offered by the Senator from New Hampshire.

The amendment was rejected. T

Mr. KING. The Senator sees there is some volubility on the
other side of the guestion now.

Mr, MOSES. Or volume.

Mr. GLASS. Mr. President, in behalf of the junior Senator
from Arkansas [Mr. Caraway], and at his request, I send to
the desk a proposed amendment to the bill

The VICE PRESIDENT. The amendment will be stated.

The Cuaier CLerx. On page 334, following the amendments
heretofore agreed to, insert a new section, as follows:

8pc. —. If any Information, relating to the liability of any tax-
payer for any internal-revenue tax, is obtained or received from any
person other than the taxpayer and s considered by any officer, em-
ployee, or agent of the Treasury Department, or of any burean or
division thereof, In determining such liability, then the taxpayer shail,
after due notice giving the nature of the Information and the name
and address of the person from whom such information was obtalned
or recelved, be afforded a reasonable opportunity to be heard in respect
thereof.

Mr. SMOOT. Mr. President, I hope the amendment will be
agreed to.

Mr. GLASS. In a word, the practice has heretofore ob-
tained at the bureau of making charges of constructive fraud
agalnst individuals and concerns without any specification
whatsoever. This 1s merely to correet that situation and re-
quire the bureau to give such notice.

The VICE PRESIDENT. The question is on agreeing to
the amendment submitted on behalf of the Senator from
Arkansas,

The amendment was agreed to.

Mr. WALSH. Mr. President, I send to the desk an amend-
ment which I offer.

The VICE PRESIDENT. The amendment will be stated.

The Crier CLErR. On page 83, line 4, after the word * asso-
ciations " insert the words *“and mutual dairy loan associa-
tions,” so as to read:

(4) Domesti¢ building and loan associations and mutual dalry loan
assoclatlons substantially all the business of which is confined to mak-
ing loans to members; and cooperative banks withont capital stock
organized and operated for mutual purposes and without profit.

Mr. BMOOT. I have no objection to the amendment,

Mr, WALSH. I desire to say just a word for the RECORD.
These mutual dairy loan associations are organized on exactly
the same principle as building and loan associations, but the
department does not recognize them as falling within the
designation of a building and loan association. This amend-
ment will correct that situation, ;

Mr, SMOOT. The same restrictlons apply to the mutual
dairy loan assoclations as to the building associations?

Mr. WALSH. Yes.

The VICE PRESIDENT. Without objection the amend-
ment is agreed to. :
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Mr.' SMITH. Mr. President, on yesterday I had an amend-
ment printed and asked that it lie on the table. I now offer it.
The VICE PRESIDENT. The amendment will be stated.

The Cmier Crerx. On page 134, affer line 23, insert the
following new paragraph:

(1) The amount of income taxes imposed by this act sghall be
assessed within two years after the return was filed, and no proceed-
ing in eourt without assessment for the collection of such taxes ghall
be begun after the expiration of such period.

On page 135, llne 3, strike out the words “and by this act.

Mr. SMITH. Mr, President, the amendment, which I have
had worked out by the draftsmen of the legislative burean,
Is gimply to limit the time of reassessment to two years on the
taxes imposed by the pending bill. It is not retroactive. It is
to take effeet when the incomes under this bill shall be
assessed and the tax paid, and does not affect the four-year
limitation that applies under the 1924-25 act. It is sufficient
for me just fo call the attentlon of Senators to the fact that
we have had so much trouble and confusion by reason of the
long period we have given within which refunds and reassess-
ments may be made that I think in justice to the taxpayer
we shonld limit the time to twe years.

Mr. ASHURST. Mr, President, I have consumed no time on
the tax bill, and I shall take but a moment now. Some reme-
dial legislation of this sort is required to give repose to our
citizens and such relief is almost as essential as is the bill
itself. We are committed to a national policy with reference
to the income tax. It will go forward as a part of our national
policy. To make an income tax popular it must be just. It is
a foul injustice to the citizens of the country to require them to
pay their taxes and then for years thereafter reqguire them to
be uncerfain as to whether they reached a finality with their
Government. The citizens of the country when they pay are
entitled to a statote of repose beyond which even the govern-
mental hand can not reach to disturb them.

I conclude with the same sentence with which I began, that a
statute that will give repose to our ecitizens afler they have
paid their taxes is as essential as is the bill itself. I hope the
auwendment will be adopted.

Mr. McKELLAR. Mr. President, T had offered a similar
amendment. I very sincerely hope the amendment of the
Senator from South Carolina will be adopted. Two years is
certainly long enough with the system that is now in good
working order. There are no complications about the war,
The provision applies only to the future. It dces seem to me
two years afford sufficient time. I hope the Benator from Utah
will accept the amendment and let it apply to the future, as it
should, in my judgment.

Mr. SMOOT. Mr. President, I wish the Senuate to know that
if this amendment ghall be adopted such a short time will be
allowed that it will be an absolute impossibility to examine
all of the cases. Mind youn, Senators, over 90 per cent of all
the requests during the four-year period are from the taxpayers
themselves, and not from the Government, 8¢ if this proposi-
tion be agreed to we are going to reduce the period so far as
the taxpayers are concerned from four years to two years, and
it is the taxpayers who are going to suffer.

Mr. GLASS. Mr. President, as will readily be recalled, I
opposed the proposition which the Senator from South Caro-
lina [Mr. Smita] presented here last evening, because it was
my convietion that it could not be administered; in my view,
it was totally impracticable; but I have stood on this floor
now for several years and protested that unless some such
limitation as that now proposed by the Senator from South
Carolina were embodied in the statute the bitterness of the
American taxpayer against the Internal Revenue Bureau
would be greatly intensified.

As I understand the proposed amendment, it does not relate
to taxes which have herelofore been levied and returns which
have heretofore been made, but to future returns.

Mr. ASHURST. The amendment of the Seuator from South
Carolina is purely prospective and not retroactive.

Mr. GLASS. I recall -very distinetly that two years ago
when the Secretary of the Treasury and the Commissioner of
Internal Revenue appeared before the Appropriations Com-
mittee of the Senate, both of them expressed the confident
hope and expectation that the tax-return cases would be cur-
rent before the end of that fax year. I have no doubt both
of those gentlemen felt justified in the confidence they ex-
pressed, and because they did express the belief that that
would be the sitmation at the termination of the current tax
year, I refrained from offering any amendment or suggestion
with respect to this problem.

I realize, just as the Senator from Pennsylvania [Mr. Reep]
so clearly pointed out the other day, that in the meanwhile
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many thousands of clalms were presented to theé Internal
Revenue Bureau, and, notwithstanding increased appropria-
tions and increased force, it was physically impossible to
clear the decks and to get current; but it seems to me that
it is practicable and it is right that the limitation should be
changed; and it seems to me further that two years will
afford ample time for the burean to determine these matters.
Therefore I hope that the amendment of the Senator from
South Carolina will be adopted.

Mr. FESS. Mr. President, will the Senator from Virginia
yield to me?

Mr. GLASS. I yield to the Senator,

Mr. FESS. Does the amendment contemplate a complete
auditing of the tax returns within two years?

Mr. GLASS. Where there is a contest in the tax return, of
eourse, it involves a complete auditing.

Mr. FESS. Is not that a physical impossibility?

Mr, SMOOT. Let me suggest to the Senator from South
Carolina that he make it three years instead of two years.

Mr. SMITH. The amendment does not propose to change
the language of the bill except to make the period two years.

Mr. SMOOT, I suggest to the Senator from Sonth Carolina
ihat he make it three years instead of two years, although I
have no objection at all to making it two years if it can be
carried out.

Mr. SMITH. It has been stated here on the floor of the
Senate that we have eliminated more than 2,000,000 taxpayers
from the payment of taxes; that we have also simplifiled and
restricted the law in other respects; and as we now have a
four-year perlod, it seems to me that the department ought to
collaborate in making the returns current and not having
them drag along for four or five or six years.

Mr. SMOOT. If the Senator from South Carolina thinks
this work can be done in two years, so far as I am concerned, I
am perfectly willing to accept the amendment and let it go to
conference.

SEVERAL SENATORS. Vote!

The VICE PRESIDENT. The question i3 on agreeing to the
amendment proposed by the Senator from South Carolina [Mr.
SMiTH].

The amendment was agreed to. .

Mr. REED of Missouri. Mr. President, since the amend-
ment of the Senator from South Carolina- has been adopted
it forces & change in section 278.

Mr. SMITH. I have an amendment which covers that, as
I think the Senator will agree if he will examine it. It has
reference to refunds and makes the language correspond.

Mr. REED of Missouri. I have not time to examine that
in a moment, but I think the suggestion which I have to make
will be acceptable.

Mr. SMITH. Very well

Alr. REED of Missouri, The amendment just adopted in-
serts 2 new clause which reads:

(1) The amount of Income taxes imposed by thls act shall be
assessed within two years after the return was filed, and no proceed-
ing in court without assessment for the collection of such taxes shall
be hegun after the expiration of such period.

I think from a very hasty examination that that Is defec-
tive, although we have just accepted it, because it relates
alone to proceedings in court. I think the Senator from South
Carolina meant to give an absolute statute of repose. While
this stops proceedings in court, it does not stop distraint; I am
afraid he does not, but I do not want to say that absolutely.

Mr, SMITH. My attention was called by the tax experts to
the language of the amendment:

The amount of Income taxes imposed by this act shall be nssessed
within two years after the return was filed, and no proceeding in
court without assessment—

If there 1s an assessment, of course, there may be a pro-
ceeding, and there may be none without; but I do not know as
to distraint.

Mr. REED of Missourl. That is the trouble. The bill pro-
vides for distraint without any proceeding in court, and pro-
vides an entire system of procedure by which taxes may be
assessed and distraint ordered without a proceeding in court.

Mr, REED of Pennsylvania. Of course; but thers ean
not be a distraint without there first having been an assess-
ment, and where there is a limitation on the assessment that
necessarily is a limitation on the distraint.

Mr. SMITH. That is right.

Mr. REED of Missouri. Probably that is correct; I am not
certain of that; but I call attention to section 278 (a) which
provides:
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8ec. 278. (a) In the case of a false or fraudulent return with
intent to evade tax or of a failure fo file a return the fax may be
assessed, or a proceeding In court for the collection of such tax may
be begun without assessment, at any time.

That 1s all right, but it is apparently in confilet with the
clause just adopted. It is a part of the old law being re-
enacted, and I suggest, in order to make it clear, the insertion
of the words *notwithstanding any other provisions of this
act,” so that it will read:

Notwitbstanding any other provislons of this act In the case of a
false or frandulent return—

And so forth.

Mr. REED of Pennsylvania.
that.

Mr. REED of Missouri. That will make it clear.
that amendment, Mr. President.

The VICE PRESIDENT. If the Senator from Missouri will
suspend for a moment, the Chair will state in connection with
the amendment of the Senator from South Carolina that addi-
tional action should be taken in order to complete it.

Mr. SMITH., I suggest that the necessary amendment be
made to conform the text to the amendment adopted.

The VICE PRESIDENT. The question 1s on the amendment
of the Senator from South Carolina, on page 135, line 3, to
strike out, affer the numerals * 1924,” the words “and by this
act.” Without objection, the amendment is agreed to.

Mr. REED of Missourl. Mr. President, I move to amend
section 278, on page 137 of the printed text, by inserting in
paragraph (a) after the letter *(a)” the following words:

Notwithstanding any other provisions of this act— 5,

So that it will read:

Notwithstanding any other provislons of thls act In the case of a
false or fraudulent return—

And so forth.

The amendment simply .makes the language plainer.

The VICE PRESIDENT. Is there objection? Without ob-
jection, the amendment is agreed to.

Mr. McLEAN. Mr. President, I desire to offer an amendment.

The VICH PRESIDENT. The amendment will be stated.

The CuimEr CLErRx. On page 67, line 22, after the word
“bonus™ and the comma, it is proposed to insert the word
“pension,” so as to read:

(f) A trust created by an employer as a part of a stock bonus, pen-
gion, or profit-sharing plan—

And =o forth.

Mr. McLEAN. Mr. Presldent, it has been called to my atten-
tion that the funds which are created for the purpose of pro-
viding pensions for employees are precisely on the same basis
as those which provide stock bonuses or profit-sharing plans.
That is all there is to the amendment.

The VICE PRESIDENT. The question is on agreeing to the
amendment proposed by the Senator from Connecticut.

The amendment was agreed to.

Mr. COPELAND. Mr. President, I ask the attention of the
Senator from Massachusetts [Mr. Butier] and the Senator
from Minnesota [Mr. SHirsTEAD] to a question I am about
to ask the Senator in charge of the bill. Last night, as the
Senate will remember, we had a discussion about the taxation
of municipal employees. The Senator from Utah called our
attention to a decision of the Supreme Court rendered on the
11th of January, 1926. I wish to call the attention of the
Benator to that decision. g -

It reiates to a claim made by two engineers. These engi-
neers, Metealf and Bddy, somewhere in Massachusetts, en-
gaged in the business of giving advice to municipalities and
other clients about installing water plants. They contended
that the pay they received from varlous munieipalities should
be exempt on the ground that they were municipal employees.

The case went to the Supreme Court, where it was brought
out that all of the payments involved were received by these
taxpayers as compensation for their services as consulting
engineers. They were not employees of the various cities;
they were under contract with the State and municipalities,
and in each case the service was rendered in connection with
a particular project—a pari-time project, perhaps, so far as
their employment was concerned. In no sense were they em-

I do not see any objection to

I move

| ployees of the municipality. The court said:

We think it clear that pelther of the plaintiffs In error oecupied
any official posltion in any of the undertakings to which their writ
of error in No. 183 relates. They took no oath of office; they were
free to sccept any other concurrént employment; none of their en-
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gagements wae for work of a permanent or continuous character;
some: were of brief duration and some from year to year; others for
the duratlon of the particular work undertaken. Their duties were
prescribed by their contracts and it does not appear to what extent,
if at all, they were defined or prescribed by statute. We therefore
conclude that plaintiffs in error have failed to sustaln the burden
cast upon them of establishing that they were officers of a State or
a sobdivision of a State within the exceptlon of section 201 (a).

I point out to the Benators in charge of the bill that this
decision does not relate to employees of cities who have charge
of water plants or electric-light plants that are municipally
owned—employees who do take an oath of office, who are em-
ployed at full time, who are paid exactly as other employees
of municipalities are paid, who are upon the pension list, and
who are in every sense municipal employees. It is very clear,
indeed, Mr. Presldent, that this decigsion does not give a de-
fense to the exclusion of municipal employees of public utilities
regularly employed, and who are in every sense municipal em-
ployees within the meaning of the law, as it has been applied
heretofore.

I think, with this explanation, that the amendment which
was presented last night by the Senator from Minnesota [Mr.
SmipsTEAD] is one which the Benate should adopt. It is not
right that these employees who are on exactly the same plane
as municipal employees generally, should be excepted from the
beneficent operations of the law: I ask that the Senator from
Minnesota [Mr. SuipsTEAD] present his amendment, in order
that we may have it before us definitely for consideration and
action.

Myr. SHIPSTEAD. Mr. President, T am glad the Senator
from New York brought up this question. I think that if the
amendment I send to the desk is not adopted we will be estab-
lishing a precedent which will permit the Federal Government
to go into a State and tax a subdivision of a BState govern-
ment, and I think it is a step that we should not take at all;
but, if we do take if, I do not think we should take it on the
ground that was asdvanced by the Senator from Utah last
evening when he quoted a Supreme Court decision, claiming
that the Supreme Court decizion held that the employees in-
volved were not in fact city employees.

T have here the Supreme Court decision, and I want fo read
a paragraph that I belleve the Senator from New York did
not read, so that we may know just what the Supreme Court
said. I am quoting from the decision:

An office is a public station conferred by the appointment of govern-
ment.  The term embraces the idea of tenure, duration, emolument,
and duties fixed by law, Where an office {8 ereated the law usually
fixes its Incidents, including its term, its duties, and its compensation.
* * * PBut there was no office of sewage or water-supply experf or
sanifary engineer to which either of the plaintiffs was appointed. The
contracts with them, although entered into by authority of law and
prescribing thelr duties, could not operate to create an office or give to
plaintiffs the statos of officers. * * *

Nor do the facts stated in the bill of exceptions establish that the
plaintiffs were * employees " within the meaning of the statute. Bo far
ns appears they were in the position of independent contractors. The
record does not reveal to what extent, if at all, thelr services were sub-
ject to the direction or coutrol of the public boards or officers engaging
tmm_ L] L L]

1t 1s on this principle that, as we bhave seen, any -taxation by one
government of the salary of an officer of the other, or the public securi-
ties of the other, or an agency created and controlled by the other,
exclusively to enable It to perform a governmental function * * *
is prohibited. But here the tax is imposed on the income of ome wheo
is nelther an officer nor an employee of government, and whose only
relatlon to it Is that of comtract, under which there 1s an obligation to
furnigh service, for practical purposes not unlike a contract to sell and
deliver a commodity. * - * * 2 :

But we do decide that one who 1s not an officer or employee of a
Btate does not establish exemption from Federal income tax merely by
showing that his income was received as compensation for service
rendered under a contract with the State.

That is the decision of fhe court.

m;hsend to the desk the amendment which was presented last
f. :

The VICE PRESIDENT. The amendment will be stated.

Mr, SHIPSTEAD. I ask unanimous consent, in view of the
information we now have, that it be accepted and read and
acted upon at the present time.

Mr. SmipsTEAD'S amendment was, on page 47, line 21, to
strike out the period and insert a semicolon, and, after line 21,
to insert a new paragraph to read as follows:

{14) Any taxes imposed by the revenue act of 1924 or prior revenue
acts upen any individoal In respect of amounts received by him as
compensation for personal services as an officer or employee of any
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State or political sobdivision thereof (except to the extent that such
compensation is paid by the United States Government directly or
indirectly) shall, subject to the statutory period of limitatious properly
applicable thereto, be abated, credited, or refunded.

Mr. SMOOT. Mr. President, the statement I made last night
was made upon Information that I recelved from one of the
department experts. I have before me now the declsion of the
Sopreme Court. I think perhaps we had better adopt the
amendment which was offered. I know that a similar amend-
ment was offered by the Senator from Massachusetts [Mr.
Burrer], and I think this i1s en all fours with that amendment,

Do I understand that the Senator from Minnesota offers the
amendment now?

Mr. SHIPSTHAD. Yes.

AMr. SMOOT. That is the one the Senator offered last night?
I think the Senate had better adopt the amendment. I really
do not know what amount it invelves, but it may not be very
much. Let it go in and we will examine it in conference.

Mr. COPELAND, Mr. President, will the Senator yield for
a moment?

Mr., SMOOT, Yes.

Mr. COPELAND. I am not spre, but I think we ought to
hear the amendment offered by the Senator from Massachu-
getls. .

Mr. SMOOT. I have just asked the guestion as to whether
the amendment was offered by him or by the Senator from
Minnesota.

Mr. BUTLER. Mr. President, I have prepared an amend-
ment covering this sabject which perhavs is a little more com-
prehensive than the amendment which has been sent to the
desk by the Senator from Minnesota. This amendmenf is in
two paragraphs. The first paragraph applies to taxes imposed
upon amounts heretofore received by such officers, to take cars
of that phase of the subject. The second paragraph provides
for refunds of taxes already paid by such officers. I think in
that form the amendment takes care of all the questions com-
pletely, so as to absolve officers who have already paid their
taxes under the regulations of the Infernal Revenue Bureau,
and also relieves those who have not paid their taxes from
hereafter paying taxes on amounis heretofore received.

Mr. REED of Pennsylvania. For how many years does the
Senator's refund amendment go back?

AMr. BUTLER, It goes back, T presume, to 1917 and 1918,

Mr. REED of Pennsylvania. It would go back to 1913, would
it not? :

Mr. BUTLER. Probably—back to the beginning of our in-
come-tax system.

Mr. REED of Pennsylvania. Does not the Senator think it
would be fair to subject the amendment to the ordinary statute
of limitations?

AMr. BUTLER. I want to call attention to avother phase of
this matter which perhaps has not been brought out clearly
and which is embraced in a suggestion which I have received
from an association which iy devoted to the interests of em-
ployees of waterworks, and I think it is a very fair statement,
The first item is:

_ State and municipal employees assigned to waterworks and other
alleged nongovernmental activities have almost universally not filed
Federal income-tax returns from 1918 to date, not due to neglect, but
because they were informed by the collectors of the Internal Revenue
Burean and by the Federal income-tax blanks that thelr salaries were
eéxempt. The wording of the yearly income-tax blanks under * General
instructions "' Is— ’

This 1s the important item in the whole matter, and it seems
to me a consideration which indicates to us the justice of an
amendment of this character. This blank reads as follows:

Items exempt from tax: The followlng items are exempt from Fed-
eral {ncome tax and sbhonld not be reported:

* * * (h) Compensation pald by & Btate or pclitical subdivision
thereof to its officers or employees.

Undeér that declaration: these employees, employed by cities
and towns and States, have not filed income-tax returns and
have not paid taxes in a great many instances; and where they
have been demanded they have paid them, I think, unjustly.

I offer the amendment at this time, and I hope it will prevall.

Mr. REED of Pennsylvania. Mr. President, upon examining
the Senator's amendment I think it does provide that it is sub-
ject to the statutory period of limitations.

Mr. SMOOT. And it also applies to all employees.

The VICH PRESIDENT. Does the Senator from Minne-
sota insist upon his amendment being submitted to a vote?

Mr, SHIPSTEAD. I will accept the amendment of the Sen-
ator from Massachusetts as a substitute.
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. The VICE PRESIDENT. The Senator from Minnesota with-
draws his amendment. The guestion is on the amendment
offered by the Senator from Massachusetts, which will be
stated.

The Cuier Crerx. The Senator from Massachusetts [Mr.
Burier] offers the following amendment: On page 48 it is
proposed to insert in the proper place the following:

(15) No tax shall be imposed upon amounts heretofore received by

officers or employees of any Btate or political subdivision thereof as
compensation for personal services in such office or employment, except
to the extent that such compensation is paid by the United States
Government directly or Indirectly.
" Any taxes imposed by the revenue act of 1924 or prior revenue acts
upon any individual in respect of amounts received by him as com-
peasation for personal services as an officer or employee of any State
or political subdivislon thereof (except to the extent that such com-
pensation Is pald by the United States Government directly or indi-
rectly) shall, subject to the statutory period of limitatlons properly
applicable thereto, be abated, credited, or refunded.

Mr. HOWELL. Mr. President, in speaking to the amend-
ment I am at a disadvantage, as I have been an employee of a
political subdivision of the State of Nebraska operating public
ntilities. I know of my own knowledge that no attempt was
made, nor was there any suggestion made, that employees of
municipally owned public utilities should be treated otherwise
than as employees of the city who were conducting other
activities of the municipality. As a consequence I myself never
mide a return, was not asked to make a return, and on three
occasions my accounts have been gone over by Treasury officials,
checked up, and finally closed.

In the cases of a number of other employees who were my
subordinates, they made no returns, were called upon to make
no returns, and always believed and understood they were in
the same class with other municipal employees. As a conse-
quence they made nor have since made no provision for income
taxes. Their salaries were not large, the expense of living
high. They, of course, were employed by the public, and we
all know that the public pays relatively small salaries.

It was not until after I had left the employ of the utiJities
district of which I was general manager that I learned that
there was anything of this nature in the minds of officials of
the Treasury Department; but I have heard on several occa-
sions since, and my attention has been otherwise called to the
fact, that some court had handed down a decision suggesting
that the salaries of such employees were taxable, No attempt,
however, has been made in my district to collect these taxes,
and, as I understand, no attempt has been made to do so
generally throughout the United States.

It would be a tremendous hardship upon a great many of
these employees to pay back taxes acerued, and therefore it
seems to me that as their real status differs in no wise from
such employments as school-teacher, policeman, or that of the
operator of the boilers provided for heating in a ecity hall, no
distinetion should be made. Certainly, so far as this amend-
ment is eoncerned, it should be adopted.

However, becaunse of my personal interest I can not vote
therefor, and shall not. But these are the facts, and naturally
old employees have appealed to me. Knowing their situation, I
realize that if the Government should go back and collect these
taxes it would mean a tremendous hardship.

The VICE PRESIDENT. The question is on agreeing to the
amendment offered by the Senator from Massachusetts [Mr.
BuTLER].

The amendment was agreed to.

Mr. SMOOT. In order that this matter may be settled
finally, I ask that we return to page 44, after line 24, where
the amendment fo the committee amendment offered by the
Senator from New York [Mr. CorEranp] was inserted. That
only relieved these employees of the penalties. I ask that the
action by which that amendment was agreed to be recon-
sidered. :

The VICE PRESIDENT. Without objection, the vote by
which the amendment offered by the Senator from New York
to the committee amendment was agreed to is reconsidered.

Mr. COPELAND. Mr. President, is the Senator from Utah
quite certain that this action and what we have already done
with reference to the other amendments will release these em-
ployees from the penalties?

Mr. SMOOT. There is no doubt of it. The amendment
offered by the Senator from Massachusetts and agreed to
;;overed all the Senator's amendment covered and even went
urther,

Mr. COPELAND. I assumed that that would be the case,
but I am very glad to be reassured by the Senator from Utah.

Mr. SMOOT. I assure the Senator that that is the fact.

The VICE PRESIDENT. The question Is on agreeing to the
amendment offered by the Senator from New York to the com-
mittee amendment.

The amendment to the amendment was rejected.

The amendment was agreed to.

Mr. REED of Missouri. In line with the amendment offered
by the Senator from South Carolina [Mr. Syira] designed to
stop the reopening of tax cases after two years, which was
agreed to, I desire to offer an amendment to section 1105, on
page 289. That section, as it now reads, is as follows: :

No taxpayer shall be subjected to unnecessary examinations or inves-
tigations, and only one inspection of a taxpayer's books of aowuut
shall be made for each taxable year.

Notice this:

Unless the taxpayer requests otherwise or unless the commissioner
after Investigation, notifies the taxpayer in writing that additional
inspection is necessary.

So we start out by providing that the taxpayer shall not be
subjected to unnecessary examinations and that there shall be
only one in each year. We provide that the taxpayer can
have more, and then we provide that the commissioner can
have more, In other words, we wind up by having done noth-
ing except require the commissioner to give a notice in writing.

As the statute has been construed, the commissioner sends
his men around fo make an examination, the books and papers
and documents are disclosed, and the examiner goes away.
Then, a little while after“arda, somebody else comes around
and does the same thing again, and it sometimes happens a
half a dozen times. We are trying to get through legislation
relieving the taxpayers of these onerous burdens. I offer this
amendment.

Mr, SMOOT. Mr. President, I may have misunderstood the
Senator; but as I construe the last part of the provision with
reference to the commissioner, it provides that he must notify
the taxpayer in writing if an additional inspection is necces-
sary. That ought to be in the law, I think, because of the
fact that some years ago the department would send a man
to the Senator's office, we will say, who would say to the
Senafor, “I want an investigation of this matter now.” No
notice would be given, and the Senator would not have time
to prepare for the examination. This provision has been in-
serted so as to give the taxpayer notice before anyone comes
to make an investigation. It is ever so much better than the
law has been, and does not the Senator think that would be
sufficient?

Mr. REED of Missouri.. No; because it operates in this way:
The examiner sends a man around to the taxpayer’s office, and
he makes an examination. Any time he wants to make an-
other examination he simply writes a letter and says the ex-
aminer deems it necessary to make another examination, and
he makes it; he writes another letter, and the process is re-
peated. We are trying to get a condition of repose. We have
adopted the provision that there shall be no reopening of these
cases after two years.

Mr. McLEAN. The Senator is familiar with the next sec-
tion, which provides that the taxpayer may request a discharge
from the Secretary of the Treasury after an inspection had
been accorded, and that is final.

Mr. REED of Missouri. I do not cateh the Senator’s polnt
h\[r McLEAN. The next section, section 1106, provides
that—

If after a defermination and assessment in any case the taxpayer
has paid in whole any tax or penzlty, or accepted any abatement,
credit, or refund based on such determination and assessment, and an
agreement is made in writing between the taxpayer and the commis-
sloner, with the approval of the Becretary, that such determination
and assessment shall be final.

Mr. REED of Missourf. Yes; if an agreement is made in
writing.

Mr. McLEAN., That is all that has to be done. Any tax-
payer who wishes a final adjustment of his taxes may request
an aundit, or if an audit is made by the auditor without any
request on the part of the taxpayer, if the taxpayer says he
wants a discharge, he can get it by applying to the Secretnry
of the Treasury.

Mr. REED of Missouri. It may be, if they agree on some-
thing, he could get his discharge; but nobody can compel an
agreement.

Mr. McLEAN. Of course, if they do not agree, there is no

settlement of the case.

Mr. REED of Missourl. There should not be a settlement
of the case. We are not talking .about a settlement of the
case. We are talking of the right to come in and examine a
man’s books five or six times.
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Mr. SMOOT. Last evening we adopted an amendment—
subdivision (a) of section 11006, following section 1105—to
which the Senator is now referring. It reads as follows:

The bar of the statute of limitations against the United States and
against the taxpayer in respect of any internal-revenue tax will not
only operate to bar the remedy but shall extinguish the lability.

That is a provision which has never been in any other act,
and this runs for four years. Under the amendment proposed
by the Benator from South Carolina there can be only two
Years possibly. .

Mr. REED of Missourf. That is true.

Mr. SMOOT. 8o I think it is pretty well taken care of by
this amendment.

Mr. REED of Missourl. T sfill think that if the proposition
which I have tried to state, and which I have not been able
to state yet, is acecepted, it will reach the condition that has not
heen referred to by the Senator from Connectieut or by the
Senator from Utah.

The amendment offered by the Senator from South Carolina,
which was agreed to, provides, in substance, that no action can
be brought on taxes that were not assessed within two years.
So far, so good. The amendment just read by the Senator from
Utah, which is not part of the text of the bill, except by amend-
ment, reaches the question of the extinguishment of the indebt-
edness after a fixed period. Both of those propositions relate
to the tax after it is paid. The Senator from Connecticut also
calls attention to section 1106, which provides that—

If after a determination And assessment in any case the taxpayer
has paid in whole any tax or penalty, or accepted any abatement,
credit, or refund based on such determination amd assessment, and an
agreement is made in writing between the taxpayer and the commis-
sloner, with the approval of the Secretary, that such determination
and assessment shall be final,

That reaches the case only where the taxes have been paid in
whole or in part, plus an agreement between the Treasury De-
partment and the taxpayer, and, of course, it could be defeated
easily enough by the Government simply refusing to agree.

1 am not seeking to deal with either of those propositions, I
am seeking to direct attention to the hardship of a taxpayer
being required repeatedly to submit to examinations. Of course,
after the two-year statute has run, he might refuse an examina-
tion, unless the Government claims fraud, in which case there
is no statute of limitations whatever. By merely claiming
fraud the Government at any time can make examination after
examination, subject only to one limitation, that it must give
notice that it is going to make the examination. That, in ordi-
nary course, is done by the mere writing of a letter.

So, as it stands, an agent of the Government may come into
my office, examine my books and papers, have everything sub-
mitted to him, and go away. The next week he may write me
a letter that another examination is regarded as necessary,
and he may come back and go through my books and papers
again, and that process may be repeated indefinitely. There is
no limitation whatever. I think one examination is all the
Government ought to ask.

We have been speaking here about the feeling that is aroused
by unnecessary burdens and hardships and harassments being
put upon the taxpayer.

It creates a great deal of feeling. I have heard more
complaint by business men about their books beinz hauled
down and, pawed over five or gix times as I think I have
heard about the amount of tax they have had to pay. 1 would
like to get this provision out of the bill if possible. I think the
amendment which I suggest will accomplish it; that section
1105 be stricken out and a new section be inserted in lieu
thereof to read as follows, and this is the shortest way I can
state it:

No taxpayer shall be subjected to more than one inspection of his
books of account each taxable year unless the taxpayer reguests an
additional examination,

That stops the matter with one examination. If we do not
adopt such an amendment, then we are leaving it open for any
number of examinations, which would be a hardship.

Mr, REED of Pennsylvania. May I make a suggestion to
the Senator? 1 was thinking of it while the Senator from
Seuth Carolina was urging his amendment. I think we are

doing great things for the taxpayer when we shorten up the
period of limitation, but when we do as the Senator is now
suggesting and reduce the number of examinations, it is a
poor service we are doing them, because the bureau will play
safe. They are apt to make a lot of unjust assessments in
their anxiety to protect the Government on accounts which
they have not been able to audit. If we limit the time within
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which they can audit or limit the number of times they can
look at the books, they are going to give the Government the
benefit of every doubt, and we will have more appeals that
the taxpayer will have to take. I think it is worth while
considering whether all that we are doing is so much in the
interest of the taxpayer after all.

Mr. REED of Missourf. I will modify my proposed amend-
ment by making it read “more than two inspections.”

Mr. REED of Pennsylvania. That is only half as bad as
it was before,

Mr. REED of Missourl. No; two Inspections ought to satisfy
anybody. That makes allowance for the greenhorn who is
sent out by the bureau and for the man who is sent out -to
check him up. There ought to be an end to it.

The Senator generally argues questions very fairly, and I
will not say he has not argued this one fairly, but I do say
it is a very poor argument to say that we shoull impose
burdens and hardships upon taxpayers because the officers of
the Government may act unjustly unless we allow them to go
over their work four or five times. I am afraid we have
such employees in the Government, but we ought not to have
them. 1 submit the amendment as it is now modified, so there
can be two examinations, and that shall end it.

Mr. REED of Pennsylvania. What the Senator said is emi-
nently just when we think of the individual taxpayer who has
a comparatively simple set of books. 1 dare say the books of
any one of us in this Chamber could be audited easily on one
visit or one inspection. Certainly none of them would re-
quire more than two audits. But when we say “taxpayer”
in this section we mean such concerns as the United States
Steel Corporation as well as the private individual. The bu-
reau is still anditing that corporation's returns for 1918 If
we had not bad the power to reaudit them again and again, the
Government would lose the $27,000,000 of amortization to which
the Benator from Michigan has called attention. This thing
cuts both ways.

Mr. COUZENS. Mr. President—

The PRESIDING OFFICER (Mr. Fess in the chalr). Does
the Senator from Missouri yield to the Senator from Michigan?

Mr, REED of Missouri. I yield.

Mr. COUZENS. It seems to me that the amendment pro-
posed by the Senator from Missouri would put the bureau on
notice. I suggested to the Senator that one examination was
not enough. The bureau might send a new employee or an
incompetent employee who would not get sufficient informa-
tion, but when he makes his report back to his chief to see
whether he has the proper Information and has made the
proper audit, the chief ought to be able to determine what
next he needs and get it at least the second time. That would
not, of course, interfere with the continuous audits,

Mr. REED of Pennsylvania. Take the case of the Electrie
Bond & Share Co. and all of the involved consolidated returns
that have been necessary for that company to file. Does not
the Senator think that the Government ought to have the right
to go back to them half a dozen times, if necessary?

Mr. COUZENS. I think the amendment puts the bureau on
notice to get what they want, and they ought to know what
they want in two investigations.

Mr. SMOOT. Another thought occurs to me in connection
with the amendment. If a man wants to evade paying his
taxes, it is an invitation to him not to report all of his prop-
erty on the theory that, perhaps, the aunditors will not get it
in one examination or two examinations. He might be
tempted to take a chance on it.

Mr. COUZENS. As long as the bureau is on notice by the
amendment, it seems to me it ought to use diligence in prose-
cuting its investigations thoroughly in the first and second
instaneces,

Mr. SMOOT. As to the great bulk of taxpayers one exami-
nation would be all that is necessary. There are a smaller
number where two examinations would be sufficient. Perhaps
49 or even 99.99 per cent of the cases would be covered by two
examinations. But the man who is taking a chance, making
insufficient returns, and not reporting all of his income, will
take the chance of not being caught when he knows the Gov-
ernment is limited in the number of investigations or examina-
tions it can make,

Mr. COUZENS. No one is more anxious to protect the Gov-
ernment’s interests than I am, but there is no restriction now
as to the length of time any investigation may take. A con-
tinnous investigation may last over a very great length of time.

Mr. SMOOT. But the amendment of the Senator from South
Carolina restriets it to two years.

Mr. COUZENS. I am talking about the amendment of the
Senator from Missouri which limits the number, but the burean
could make it a continuous investigation.
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Mr. SMOOT. But there would have to be two examinations
within two years, then.

Mr. COUZENS. This is where I think the amendment of
the Senator from South Carolina is not so good. When the two
years are about to expire, if the bureau is not through with
its examination, they can make a jeopardy assessment and
get either a waiver or stand for the jeopardy assessment.

Mr. REED of Pennsylvania. They ecan send out a 60-day
letter and that would hold the statute.

The PRESIDING OFFICER. The clerk will report the
amendment offered by the Senator from Missouri as modified.

The Cmrer Crerx. The senior Senator from Missouri pro-
poses to strike out on page 289, after the mumerals *“1105,”
;all of the paragraph down to and including line 17, and to
nsert :

No taxpayer shall be subjected to more than two inspections of his
“hooks of account each taxable year unless the taxpayer requests an
additional examination.

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from Missouri.

The amendment was agreed to.

Mr. REED of Missouri. Mr, President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The clerk will call the roll.

The Chief Clerk called the roll, and the following Senators
answered to their names;

Bayard Frazier McLean Sheppard
Blease George McMaster Shipstead
Borah Ger MeNar Shortridge
Broussard Gillett Meteal Simmons
Butler Glass Moses Smith
Cameron Gott Neely Bmoot
Capper Hale Norbeck Btanfield
Copeland Harreld Norris Swanson
Couzens Harris Nye Trammell
Cummins Harrison Oddie Tyson
Curtis Heflin - Overman alsh
Dule Howell Pepper Warren
Deneen Jones, Wash, Phipps Watson
Dill Kendrick Pine Weller
LEdga Keyes Ransdell Wheeler
Edwards !\'lml; Reed, Mo. Willis
Ferris La ¥ollette Reed, Pa.

Fess Lenroot Robinsoen, Ind,

Fletcher MeKellar Sackett

The PRESIDING OFFICER. Seventy-three Senators hav-
ing answered to their names, a quorum is present.

Mr. REED of Missouri. On page 33, line 12 in the provision
applring to earned income I move to strike out the figures
“$20,000" and to insert in lieu thereof * $50,000.” I want to
appeal to the sense of fairness of the Senate on the amend-
ment and to call attention to the sitnation. This applies
strictly to incomes that are earned for peisopal services and
does not exempt them, but allows them a diminution of 25
per cent of the tax assessed.

It is proposed to place it at $20,000, and I ask to have that
raised to $50,000. I want to present the guestion to the Senate
as a matter of fairness and equity. We allow the man who
has his money invested In business a 6 per cent return upon
his capital before we begin to tax him. We allow the man who
has invested in an oil well 80 per cent on account of the deple-
tion or exhaustion of his well. I think I am correct in that
statement.

Mr. REED of Pennsylvania. The Senator is mistaken about
allowing the man 6 per cent on his capital invested in busi-
ness. We tax all of the 6 per cent.

Mr. REED of Missourl. We tax on the net?

Mr. REED of Pennsylvania. Yes; we tax him on his net
income, just as we tax every other taxpayer.

Mr. REED of Missouri. Who is it gets the 6 per cent exemp-
tion; the corporation?

Mr. REED of Pennsylvania. That was under the old excess-
profits tax, which has been repealed.

Mr. REED of Missouri. Then, the lIaw has been changed and
I will amend my remarks accordingly. We do allow the oil-
well owner and the mine owner a rebate on accennt of the de-
preciation or the exhaustion of his capital. We do allow every
institution, first or last, an exemption on account of the depre-
ciation or diminution of its capital. It is taken out in the way
of losses in business. The professional man is exhausting his
capital every year that he lives, and generally the larger re-
turns upon the efforts that a man makes come in the late years
of his life when his capital is pretty well exhausted. So much
for that phase of it, and I only want to state it.

There is another phase of it. A lawyer or other professional
man may work upon a case for four or five years, receiving
practically no compensation, and then get his fee in a lump
sum. Then he must pay the entire tax within that year. It
is a tax upon brain and upon production; it is not a tax that
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1s levied upon Invested capltal; it Is a tax that is levied directly
upon the energies of the individual ; and, for the reasons I have
called attention to, seems to me to be a most unjust and bur-
densome tax. I know of cases where professional men—engi-
neers and others who are engaged in carrying on enterprise
and who largely get their fees when the work is completed—
receive a large fee in one year and work other years for very
small compensation. When, however, the fee comes in one
year, then it meets with these heavy surtaxes. That is particu-
larly true of lawyers. It is also true of professional men; and
by “ professional men ™ I include engineers and all men of that
class.

I understand that exceptions are made in nearly every ccun-
try in the world of that class of earnings which comes directly
from the efforts of the individual. I do not mean such earnings
are entirely exempt, but such men have particular advantages
over the taxpayer who makes Lis money out of some invest-
ment where he is not working and exerting himself; but where
his money is working for him, I think there ought to be a
distinction, and I think, put at $50,000, it is a moderate
distinction.

Mr. BORAH. Mr. President, how does the Senator from
Missourl designate the particular income which he proposes
to exempt to the amount of $50,0007%

Mr. REED of Missouri. If the Senator please, it comes under
the heading of “ Earned income,”
> Mr. REED of Pennsylvania. It is defined on page 32 of the

ill.

Mr. BORAH. I know; but what is “earned income” ?

Mr. SMOOT. Up to a certain amount the bill considers in-
come as earned. The bill provides that—

in no case shall the earned net income be considered to be more than
$20,000,

But above that the bill provides:

The term “earned net income ™ means the excess of the amount of
the earned income over the sum of the earned-income deductions,

Mr. REED of Pennsylvania. The sum of $5,000 is presumed
to be earned; whether the additional $15,000 shall be consid-
ered as earned depends upon the facts; and the bill provides
a definition which includes wages, salaries, and professional
fees. The language of the bill follows almost exactly the
British definition. They have never had any trouble with it,
and we have not had any trouble with it for the last couple
of years.

Mr. REED of Missourl. Under the subtitle
come,” on page 32, section 209, the bill reads:

Sec. 209. (a) For the purpose of this section—

(1) The term * earned Income " means wages, salaries, professional
fees, and other amounts received as compensation for personal serv-
fces actually rendered, but does not include that part of the compen-
sation derived by the taxpayer for personal services rendered by him
to a corporation which represents a distribution of earnings or profits
rather than a reasonable allowance as compensation for the personal
services actually rendered.

Then, there are some more qualifications which I think are
not material. Coming to paragraph (3), on page 33, is this
language:

(3) The term *earned net income " means the excess of the amount
of the earned income over the sum of the earned income deductions.
If the taxpayer's net income i{s not more than £5,000, his entire
net income shall be considered to be earned met income, and if his
net income is more than $5,000, his earned net income shall not be
considered to be less than £5,000.

Then follows this language: :

In no case shall the earned net Income be considered to be more
than $20,000,

I propose to change those figures from $20,000 to £50,000 so
that it will read:

In no case shall the earned net income be considered to be more
than §50,000,

In other words, before the taxpayer can be credited with
this earned income he must show that it is actually earned
income for personal service, and, no matter how much the
income may be, the credit never can exceed $50,000. I submit
that is a fair proposition.

Mr. SMOOT. AMr. President, I think the Senate ought to
know what this amendment means in dollars and cents. If
the amendment shall be adopted it will cost the Government
in revenue $28,000,000. 1 asked Mr. McCoy to give me an esti-
mate on the amendment; and on the normal tax the loss will
be from $7,000,000 to $9,000,000, and on account of the surtax
it will be $17,000,000 to $19,000,000, so that the loss, if the
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amendment shall be agreed to, will be $28,000,000. That is
readily understandable when we consider that the eredit will
apply clear through all the brackets of the bill. I have no
doubt that the estimate is low enough, as the amendment
would affect nearly every income.

I have had no letters or requests from a single individual
nsking that the allowance for earned income shall be increased
beyond the $20,000 provided by the bill. That is an increase
of 100 per cent over the existing law. I think it would be
very unwise for the Senate to adopt the amendment.

The Senator from Missouri refers to oil-well depletion. Of
course, Mr, President, a man does not wear out entirely in
three years.

Mr. REED of Missourl. Neither does an oil well.

Mr. SMOOT. The owner of the oil well can not get any-
thing on the average after three and a third years on account
of depletion allowance.

Mr. COUZENS. He can get it for the life of the well. If
the well should last 80 years, he can get it for 30 years.

Mr. SMOOT. DBut three years and a third is the average life
of a well. Of course we know that they are very short lived.
I thought that a 25 per cent allowance for depletion was suffi-
cient——

Mr. REED of Missourl. The wells are short lived?

Mr. SMOOT, Yes.

Mr. REED of Missourl. They are pumping oil in Pennsyl-
vania ont of wells which have been pumped for 30 years.

Mr. REED of Pennsylvania. We have wells up there that
are still yielding which were drilled 60 years ago.

Mr. COUZENS. And every year they will get 30 per cent
of their gross income for 60 years.

Mr. REED of Missonri. It just depends on whether we
think a man who is exhausting his energy ought to be treated
with as much consideration as an oil well.

Mr. SMOOT. No; I do not think so.

Mr. President, as I have said, the amendment would involve
a further loss of revenue of $28,000,000, and the Treasury can
not stand it.

Mr. REED of Pennsylvania. Mr. President, two years ago,
when the 1924 tax bill was under consideration, I think I made
a nuisance of myself by urging that a distinction should be
made between earned income of any amount and income that
came from investment, and I tried to point out that there was
a depletion of capital going on in the case of the professional
man or the business man who rendered personal service.

Mr. HARRIS. Mr. President——

The PRESIDING OFFICER. Does the Senator from Penn-
gylvania yield to the Senator from Georgia?

Mr. REED of Pennsylvania. I yleld.

Mr. HARRIS. I wish to remind the Senator that in 1921 I
offered an amendment, which every Senator on the other side
except the Senator from Idaho [Mr. Borau] voted against and
every Senator on this side voted for, providing for an earned
income exemption,

Mr. REED of Pennsylvania. I am interested to know that,
and yet I am willing to say, without hazard of contradiction,
that I am sure the Senator did not talk as much as I did two
years ago or make as much of a nuisance of himself as I did,
because I feel very sincerely that the income tax law is a cruel
diserimination against the workers of the Nation; and particu-
larly where it is coupled with a graded surtax that penalizes a
man for working long hours, not only by letting his tax go up
with Lis increase in income, but by actually raising the rate on
him because he works overtime, It is utterly indefensible ; but,
Mr. President, the Senate has in the last 48 hourg made this
proposed change impossible. We have taken off the tax on
prize fights; we have taken off the tax on tickets to the Zieg-
feld Follies, if you please; we have taken the tax off of motor
cars which are bought as Iuxuries and nothing else; we have
taken off the tax on the great trucks that ruin our roads in
carrying the products of oil companies and coal companies
around the country. We have taken off the tax on this and
that and the next thing, until, as the bill now stands, it indi-
cates a deficit of $125,000,000.

Mr. BORAH. Mr. President, we can vote on those matters
again in the Senate; can we not?

Mr. REED of Pennsylvania. I hope we will vote on them
again in the Senate. Because, howeyver, we have been so gen-
erous to the prize fights and to Mr. Ziegfeld and to the auto-
mobile owners and to the truck owners and to the people who
belong to a lot of clubs and have taken the tax off all of
them—because we have heen so generous, we can not now
afford to be just to the man who works for his lving.

Mr. WALSH. Mr. President, the Senator has omitted from
his ecategory those people who have incomes of more than
$100,000,
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Mr. REED of Pennsylvania, Why, yes, Mr. President. Let
me tell you how that works out,

The architect of what to my mind Is the most beautiful
structure in the Western Hemisphere, the Woolworth Build-
ing, got his whole fee in one lump. He had rendered a serv-
ice to his country by bmilding a thing of great beauty. He
worked for years on it. It took years to build the bullding;
but his whole fee came in in one lump, and the United States
of America showed its appreciation of his talent and of his
years of work by taxing him up to T3 per cent of what he
worked for, and at the same time let the ecapitalist, the man
who was living on other men's labor, put his money into tax-
free bonds, divide hls property with his wife, and beat the
surtaxes in that way.

As I said this morning—I think the Senator was not here
then—the biggest evasion there is in all the income-tax sys-
tem is this business of allowing a man aund his wife to divide -
their income so that they both escape the higher surtaxes;
and yet what chance would an amendment have here that
required them to file a consolidated return? But a man who
works for his living, as does the Senator who last spoke,-can
not divide with his wife the professional fees that he earns.
He can not escape by working in any way that is free of tax.
There is not any tax-free way of practicing law or working
with a hammer and a saw; but there are a thousand and one
ways of escaping income tax if you have money to invest.

That is another reason why the amendment of the Senator
from Missouri appeals to me, because these people whom he
would protect have no escape. The law gets them every time,
but the man who gets an equal income from investments has
a dozen loopholes through which he can get away from the
taxes. But I come back to my original proposition, Mr. Presi-
dent. We have made it impossible to be just because we have
been generous,

Mr. SMOOT. Mr. President, at 4his polnt I wish to say
that this afternoon our actuary handed me a statement of the
estimated revenue for the calendar year 1926. That statement
shows that up to this moment the amount of the reductions
provided for in the bill is $456,261,000. This is $28,000,000
more.

Mr. BORAH. Mr. Presldent, there seems to be a concession
upon the part of all that the amendment which the Senator
from Missouri has offered is an amendment which in the inter-
est of fairness and justice ought to be adopted. The only ar-
gument against it, as I wunderstand, is that it takes out
$28,000,000, and that we can not afford to take out £28,000,000
in view of the fact that we have cut out a number of other
taxes which should have remained in the bill,

We have an opportunity to reetify those mistakes, if they
have been mistakes, and I think they have. I voted against
entting out those taxes; that is, the admissions taxes, I was
not present when the others were voted on. We can adopt
the amendment of the Senator from Missouri and vote upon
all these matters in the Senate, and perhaps we can correct
whatever mistakes were made. We ought to make an effort to
do what is conceded o be a fair thing. :

Mr. SMOOT. The amendment can be offered in the Senate,

Mr. BORAH. But if we adopt it now, it will be a stronger
argument to correct the two propositions against which the
Senator from Pennsylvania inveighs, and I think properly.
It seems to me that if we put them all in the Senate, we may
be able to rectify what seems to be very generally conceded to
be a mistake,

Mr. WALSH. Mr. President, I am not particularly con-
cerned about the pending amendment so far as it affects
lawyers. They frequently have opportunities to accumulate
quite a substantial competence, particularly in these days and
in the metropolitan centers, I was, however, very deeply im-
pressed by what was said to me by an eminent physician of
this city only a few months ago.

He said that a physician ordinarily does not commence the
practice of his profession, after going through with his train-
ing, until he reaches the age of about 27 years. It takes him
at least 15 years thereafter to attain anything like a reputa-
tion that enables him to begin to accumulate anything over
and above what is absolutely necessary for the support of his
family. He is then approaching 42 or 45 years of age, and
he bhas about 15 years of experience before him during which
he may be expected to accnmulate a little more than enough to
support his family.

The ordinary physician—and that is the physician who
practices in a city like this—does not have the opportunities
that come to lawyers or to engineers or to other professional
men. I feel that we ought to muake some concession to these
men who fill professional positions.
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Take the teachers in universities, who get possibly $10,000.
Take those who reach a little higher than that and get $25,000
or $30,000, They are protected, of course, up to $20,000; that
iz to say, they get a concesslon to the extent of 25 per cent
of their taxes. But there is a large class of professional men
who earn below $£50,000, who, as it seems to me, are as much
entitled to this concession as those whose salaries run from
$5,000 to $20,000; and I hope in their interest, at least, that
this amendment will be adopted.

Mr. GEORGE. Mr. President, if this amendment is adopted
it will be found that a great number of the people who have
earned incomes are the people who are officers of corporations,
and who absorb the incomes of the corporations in salaries and
professional service,

Mr. WALSH. Mr. President, let me remind the Senator that
that is taken care of very carefully in the bill, because it is
expressly provided that the earned income shall not include
salaries from corporations over and above fair returns for
the services rendered.

Mr. GEORGE. I know, Mr, President; but who is going to
determine the fair return for the services rendered? So far as
taking care of earned income—that is, earned as the result of
the aectivity of the man, the professional man, the artist,
the man or woman of any class—no one can think of the
amendment offered by the Senator from Missouri without sym-
pathy. But the provision of this bill is to allow the 25 per
cent reduction upon the earned incomes up to $20,000. That
is to say, any man who has a net income which is earned not
in excess of $20,000 is entitled to the 25 per cent reduction.
That is to say, from his earnings he can take all of the dedue-
tions allowed by this law, he can take all of his exemptions,
and if his net earnings do not exceed $20,000 he may have the
25 per cent reduction on his net income allowed by this law.

If you write tldis amendment into the law, you will allow
corporations to absorb all of their incomes in salaries pald to
stoekholders in those corporations, and yom will allow the
rich man in every one of your advanced or higher brackets to
present to the Treasury Department a showing of an earned
income of $50,000, though he fills the important position of
director, and perhaps has not inspected the physical properties
of the concern which he himself owns, or largely owns. If
vou can confine it and if the Senator from Missouri will con-
fine it to an income earned by men who really labor with
hands or head, men who really labor and from their labor
earn an income of $50,000 over and above all deductions and
exemptions, then the amendment may be just.

Mr. BORAH. Mr. President——

Mr. GEORGE. I yield to the Senator.

Mr. BORAH. If there is nothing that prevents doing justice
in this matter except a correct employment of language, it does
seem to me that we ought to be able to do that. I think there
is a great deal in what the Senator is saying; but can it not be
properly protected or guarded by efficient and sufficient lan-
guage?

Mr. WALSH. Mr. President, let me read the language of the
bill ; .

The term “ earned income ” mwans wages, salaries, professional fees,
and other amounts received as compensation for personal services
actually rendered, but does not include that part of the compensation
derived by the taxpayer for personal services rendered by him to a cor-
poration which represents a distribution of earnings or profits rather
than a reasonable allowance as compensation for the personal services
actoally rendered. ;

How could language more explicit be adopted?

Mr. GEORGE. Mr. President, it may be as explicit as lan-
guage can be; but I called on one of the employees of the
Treasury Department, and be said that the rich man always
has the maximum earned-income credit, and It always will be;
and Senators may make language as explicit as they wish, the
effect of the amendment is to exempt those very rich men who
can absorb the incomes from their properties and corporate
businesses by virtue of salaries paid to themselves.

3 Liir. BORAH. They would have to be crooks in order to

o it.

Mr. GEORGE. I do not know whether they would have to
be crooks in order to do it or not.

Mr. BORAH. Why, certainly they would be. There would
have to be deception, and there would have to be connivance in
the deception upon the part of the department.

Mr. REED of Missouri. There would have to be a false
affidavit. The man would have to commit perjury.

Mr. GHORGH. Who is to determine the worth of the man to
his own corporation? Who is to determine the worth of the
man who directs the great enterprise, and how are you to
determine it—according to petty technical rules? How can it
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be done with legal nicety? How ecan it be sald that a man who
Is a director in a great corporation, with several millions of
dollars invested, may not be worth $50,000 to that corpora-
tion? - The larger the investment, the more likely it is that he
will be worth the salary that is paid him. But the point I
am making is that, as high as the earned-income provision is
made in this act, that high, at least, will go the salaries of men
who are furnishing the capital to operate those enterprises;
and we might as well write off, so far as the Iarge taxpayers
are concerned, 25 per cent on all incomes of $50,000 or less,
because that will be the effect; and, candidly, I think the
slightest inquiry at the Treasury Department will convince any-
one that that will be the effect of this provision in the law.

Mr. TRAMMELL. Mr. President——

The VICE PRESIDENT. Does the
Senator from Florida? .

Mr. GEORGE. I yleld. :

Mr, TRAMMELL. The Senator will recall that we had be-
fore us the question of the profits being made by oil companies
last year. A ‘record was presented to the Senate showing the
salaries pald to the directors of the different units of the
Standard Oil Co., and it was shown that those directors drew
from $40,000 to $125,000 per annum. Millions of dollars are
expended in that way by the Standard Oil Co.

The language of the section of the bill to which the Senator
from Montana called attention I do not think removes the
objection raised by the Senator from Georgla. It provides that
distribution shall not be included, but merely reasonable com-
pensation for the services being rendered by the director or
the officer of the company. As the Senator has said, that would
still leave It an open question as to what reasonable compensa-
tlon was for the services.

Mr. GEORGE. Mr. President, I have no doubt that the
figures cited by the Benator from Florida showing the amounts
paid to the directors of the Standard Oil Co. are correct, and
I am not concerned about how the language of this act is
framed. I recognize that many men may be worth much more
than $50,000 to their business and to their corporations. I do
not say that they are crooks, but I do say that if the amend-
ment is written into the law as now suggested the incomes of
corporations owned by men of large wealth will be absorbed,
because it will be manifestly impossible by mere language to
prevent it, and not only impossible, but it will probably be
actunally unjust, to say that a man who is a director in, who is
responsible for the management of, and who shares the respon-
sibility of the management of, a large business enterprise may
not actually earn and may not actually earn in the open market
an income of $50,000, or even an income greatly in excess of
that amount.

It undonbtedly must be true that the average net income of
the professional man or woman in America, less all dedue-
tions allowable, does not exceed $20,000; indeed, the average
income of the professional man does not approximate the
$20,000 mark.

Mr, KING. Mr. President, will the Senator yield?

Mr. GEORGE, I yield the floor.

Mr. KING. Mr. President, if the Senator will permit, under
the bill, with the deductions to which the Senator has alluded,
the man with an income of $20,000 would pay a tax of only
$118.75. The man .with an income of $24,000—and he need
have no children—would pay a tax of $1,038 per annum; that
is, counting the normal and surtaxes. The man with an
income of $30,000 would pay a tax of only $1,700. The man
with an income of $38,000 would pay an income tax of
$2,808. The man with an income of $50,000 would pay a tax
of $4,858. It does seem to me that we are manifesting too
much solicitude for the persons to whom the Senator from
Missouri has referred.

Mr. REED of Missourl, Mr. President, just a word. I
do not think this question ought to be settled on the basis of
an appeal against corporations or corporation directors. The
number of persons receiving incomes between $30,000 and
$50,000 derived from corporations for personal services can
not be very large. The prejudice against corporations ought to
have nothing to do with the equities and justice of this case.
This applies to all individuals of the United States, It has a
special application to professional men and other classes of
men who earn their money by their brains, who generally
never earn these sums of money until they are well advanced
in years, and who frequently in one year get money which they
have been earning for five or six years, and then have to pay
heavy taxes.

I need not go over the arguments which have been made, but
it Is conceded that this is a just measure. There have been
just two arguments made against it, both of them conceding
its justice. One is that certain employees of great corpora-

_Sen.ntor yield to the
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tions, or directors of great corporations, will withdraw part
of the profits of the corporations In the ghape of salaries.
That is met by the language of the bill itself, and if the lan-
guage Is not sufficiently specifie, then let the Senator from
Georgia or some other Senator make the language gtrong
enough to suit him, The bill provides:

The term "earned income" means wages, salaries, professional
fees, and other amounts received as compensation for personal gervices
actually rendered, but does not include that part of the compensation
derlved by the taxpayer for personal services rendered by him fo a

corporation which represents a distribution of earnings or profits

rather than a reasonable allowance as compensation for the personal
serviceg actually rendered.

It is said there would be difficulty in enforcing that pro-
vision. There is difficulty in enforcing every provision of a
tax law, but I undertake to say that a director of a corpora-
tion who simply occasionally attends a directors’ meeting, and
who draws $350,000 a year for that, could be readily handled
by the tax department. ;

It is also admitted that the exemption should go to $20,000.
When it is said it shounld go to $20,000, there is admitted in a
lesser degree, but there is ncvertheless admitted, the defect
to which attention is called by the Senator from Georgia. It
is only a gquestion of whether it is raised from $20,000 to
&50;000- : ¢ :

The other objection is that we can not afford to lose this tax.
Singularly enough, that argument comes from gentlemen who
voted to make the surtax on incomes which may run to £100,-
000,000 a year only 20 per cent, and the money we lose by the
reduction of that surtax several times over makes up the re-
duction caused by this. That is according to the figures that
were given the other day. ' g

If we have taken the tax off prize fights, and shounld not
have; if we have taken the tax off—what is that show the
Senator from Pennsylvania goes to up in New York? I have
forgotten the name—the Follies. [Laughter.]

Mr. REED of Pennsylvania. The Senator is wrong. It was
my namesake, I think.

Mr, REED of Missouri. No; I could not think of the name.
I do not even know where the place is, but we all go when we
get there. We get a guide. If we have taken the tax off of
automoblles, which the Senator describes as purely pleasure
vehicles, and should not have; that is no reason why we
should leave an unjust tax where it should not be; and the
Senator concedes it is an unjust tax.

This bill has not yet passed the Senate, and if we have made
some mistakes, they can be rectified. I am not willing to see
an injustice done to thousands of people in this couniry be-
cause we have made a mistake which we are still in a position
to rectify. I say this Is a fair and just exemption.

Mr. COPELAND. Mr. President, I have been absent from
the Chamber a few minutes, and I am not sure just where the
debate has gone. I wonder if Senators have given considera-
tion to the men in the medical profession. Take a man like
Will Mayo, or Charles Mayo. 1 suppose because the earnings
of either one of these men are now very large each year, it
may seem that no special eonsideration should be given them.

I see a smile on the face of the senior Senator from Utah. I
do not believe he likes doetors, anyway.

It takes a long time for a man to fit himself in medicine to
the point where he gets a large income. He has his premedical
years, his college years, his medical training, his interne serv-
ice, and then he has many years when he is on the verge of
starvation.

I think T will confess, Mr. President, that I can remember
years long ago when my budget permitted me 10 cents each
day for breakfast and 25 cents on Sunday.

Mr. SMOOT. The Scnator was extravagant.

Mr. COPELAND. I was extravagant, I venture to say. I
suppose the Senator from Utah got along on 8 cents a day.

Mr. SMOOT. It did not average that much.

Mr. COPELAND. The doctor spends years and years be-
fore he fits himself to render the sort of serviee that com-
mands high fees, and then that service is limited to a very few
years. The man who has reached the age of 45 or 50 years
before he is capable of earning large fees must make his money
during a period of about 10 years, because when he gets to be

60 his eyesight is no longer good and his hand is trembling. He.

is not able to do the work which must be done carefully and
cautiously and sgkillfully in order to be well done. It is troe
Doctor Osler said that at 60 a man should be chloroformed.
He was joking, of course, but he had in mind the doector who,
when he ‘gets to be 60, is past surgical usefulness in the com-
munity.
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I confess that I have a lot of sympathy for what the Senator
from Missouri is proposing to do. Personally, gince I am more
or less now out of surgical practice, I think I may vote for the
Senator’s amendment without being accused of seeking to im-
prove my own condition.

‘Mr. TRAMMELL. Mr. President, will the Senator permit
a question?

Mr. COPELAND. Certainly,

Mr. TRAMMELL. Does not the Senator think there will be
a thousand directors and officers of corporations to get the
benefit of the amendment where one physician would get the
benefit of it? :

Mr. COPELAND. I assume from what the Senator from
Florida has said that he would be willing to give the doctors
the benefit of it, but he worries about its misuse. However,
the wording stated by the Senator from Montana and the Sen-
ator from Missouri would indicate to me that that particular
possibility has been considered and is impossible of accom-
plishment.

Mr, REED of Pennsylvania. Mr. President, T have been
told that the tenor of what I said about the amendment was
not clear. I meant to say distinetly that I am going to vote
against the amendment, although I believe ardently in the prin-
ciple of it. I am going to vote against it for the sole and only
reason that the rather precipitate action of the Senate day
before yesterday has made it impossible for us now, in my:
opinion, to do the act of simple justice that the amendment
of the Senator from Missouri contemplates,

Mr. HEFLIN. Mr. President, I can not permit the argu-
ment of the Senator from New York [Mr. CorELaxp] to pass
nnnoticed. He said, in effect, that a man ought to be chloro-
formed when he is 60. I would hate to think that my good
friend from New York Is so rapidly approaching the chloroform
age, -
Mr. President, Alabama had in this body for more than 30
years one Senator who was 82 years old when he died, still a
Member of the Senate. - Almost to the day of his death his
intellect was as clear and his service was as useful as at any
time during his career. I refer to Senator John T. Morgan.
Of course he was feeble physically, but his mind was clear
and strong. His colleague here at that time, Gen. BEdmund W.
Pettus, was 86 years of age when he died. He was first
elected to the Senate when he was 75 years old. 1 was a
member of the Legislature of Alabama and helped to elect
him. Legislatures elected United States Senators at that time,
His mind up to a short time before his death was as clear
and vigorous as that of any man in this body. To-day we have
a Member of the Senate who is 83 years old, and he is one of
the most useful and active Members in this body.

I do not feel that we ought to permit the kind of argument
the Benator from New York made to pass without comment,
because some of “us boys™ hope to be here until after we
are 60. [Laughter.]

Mr. McMASTER. Mr. President, I have been very much
entertained by the statements of those who are interested in
the incomes of the professional men who receive from. $20,000
to §50,000 a year. I feel sorry for them. I really think that
something ought to be done for that class of people.

However, while the discussion was going on I had in mind
four millions of people in the country who are the heads of
families, who are not only laboring men but are business men.
Statistics show that those 4,000,000 men receive an annual net
income of about $212 each. They are the 4,000,000 farmers
who live in the great Northwest. I wish to say that so far as
I am concerned, if the superlawyers in the Senate will help
by some measure later on to raise the income of those 4,000,000
heads of families above the $212 mark, I shall be glad to sup-
port those who want something done for the men whose in-
comes are between $20,000 and $50,000.

The VICE PRESIDENT. The question is on agreeing to
the amendment offered by the Senator from Missouri, which
will be stated.

The Camr Crerg. On page 33, line 12, the Senator from
Missonr} proposes to strike out “ $20,000 " and insert * $50,000,”
80 as to make the paragraph read:

(3) The term *earned net income ” means the excess of the amount
of the earned Income over the sum of the earned income deductions,
If the taxpayer's pet income is not more than $£5,000, hls entire net
income shall be considered to be earned net income, and if his net
income is more than $5,000, his earned net income shall not be con-
sidered to be less than $5,000. In po case shall the earned mnet
income be considered to be more than $50,000.

Mr. SMOOT. Let us have the yeas and nays,
The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll.
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Mr. JONES of Washington (when the name of Mr, Curtis
was called). The senior Senator from Kansas [Mr. Curtis]
is necessarily absent on account of illness. He is paired with
the Senator from Michigan [Mr. Fergris]. If the Senator from
Kansas were present, he would vote “nay.”

Mr. FERRIS (when his name was called). I have a pair
with the senior Senator from Kansas [Mr. Curris]. I am
informed that if he were present he would vote as I intend
to vote, and I am therefore at liberty to vote. I vote “nay."

Mr, FLETCHER (when his name was called). I have a
general palr with the junior Senator from Delaware [Mr. pU
Poxrt]. I am informed that he would vote as I am about to
vote, and so I am free to vote. I vote "“nay.”

The roll call was concluded.

Mr. NORRIS. I desire to announce that the junior Senator
from Towa [Mr. Brooxmart] Is unavoidably absent. He is
paired with the junior Senator from Arkansas [Mr. CarAwaY].
If the junior Senator from Iowa were present, he would vote
i“ nay'"

I also desire to announce that the senior Senator from Cali-
fornin [Mr. JoEnson] is likewise unavoidably absent because
of illness. He is paired with the senior Senator from Arkansas
[Mr. Ropissox]. If the senior Senator from California were
present, he would vote “nay."

Mr. PEPPER (after having voted in the negative). I am
recorded as voting “nay.” I have, however, a pair with the
junior Senator from New Mexico [Mr. Brarrox]. Not knowing
how he wonld vote on this question, I must withdraw my vote.

Mr. COPELAND. On this matter I have a pair with my
colleague, the senior Senator from New York [Mr. Wabps-
wortH]. Not knowing how he would vote, I withhold my
vote.

Mr. BLEASE. I have a general palr with the junior Senator
from Missouri [Mr, WicLiams]. In his absence I withhold
my vote.

Mr. JONES of Washington. I was requested to announce
that the junior Senator from Minnesota |[Mr. ScEarr] is un-
avoidably detained from the Senate,

1 desire to announce the following general pairs:

The Senator from Colorado [Mr. Meixs] with the Senator
from Texas [Mr. MAayriELD] ; *

The Senator from Nebraska [Mr. HowerLr] with the Senator
from Kentucky [Mr. Erxst] ;

The Senator from Cennecticut [Mr. Binamam] with the Sen-
ator from Nevada [Mr, Prrrsan]; and

The Senator from Illinois [Mr. McKistey] with the Senator
from Virginia [Mr, Swansox].

“The result was announced—yeas 6, nays b7, as follows:

YEAS—B
Borah Reed, Mo. Smith Walsh
Couzens Sheppard
NAYS—5T

Bavard (ilass McNar Shipstead
Bronssard Hale Meteal Bhortridge
Butler Harreld Moses Bimmons
Cameron Harrls Nealy Smoot
Capper Harrison Norbeck Stanfield
Dale Heflin Norris Trammell
Densen Jones, Wash. Nye Tyson
Edge Kendrick Oddie Warren
Edwards Keyes Overman Watson
Ferria King Phippa Weller
Fletcher La Follette Pine Wheeler
Frazler Lenroot Ransdell Willis
George MeKellar Reed, Pa.

Gerry McLean - Robinson, Ind, .

Gillett MeMaster Backett

NOT VOTING—33

Ashurst Curtis Howell Schall
Bingham Dilt Johnson Stephena
' Blease du Pont Jones, N, Mex. HSwanson
Bratton Brnst MceKinley Underwood
Brookhart Fernald Mayfleld Weadsworth
Bruce Fess Means Williams
Caraway Goft . Pepper

Copeland Gooding® Pittman

Cummina Greene Robinson, Ark.

Bo the amendment of Mr. Reep of Missouri was rejected.

Mr. McKELLAR. Mr. President, I ask unanimous consent
to turn to page 170, the estate tax fitle, and ask that the vote
by which the amendment at that point was agreed to may be
reconsidered, for the purpose of offering an amendment,

The VICE PRESIDENT. Is there objection?

Mr. SMOOT. Just one moment, Mr, President.

Mr, MoKELLAR. I refer to page 170, the estate tax amend-
ment, which was agreed to yesterday or the day before.

Mr, SMOOT. I understand that the Senator from Tennessee
gaesi?res to offer an inheritance tax as a substitute for the estate

X
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Mr. McKELLAR. No; I wish to offer an estate tax amend-
ment. It may be offered in the Senate, but I am asking
unanimous consent to do it as in Committee of the Whole.

Mr. SMOOT. I ask unanimous consent that the Senator
from Tennessee be granted that privilege, and that the vote
by which the amendment was agreed to may be reconsidered.

M:: McKELLAR. For the purpose of offering an amend-
men

Mr. SMOOT. That is all. I should not want to open this
matter up agaln now while the bill is before the Senate as
in Committee of the Whole and have the same question again
brought up in the Senate.

Mr. McKELLAR. I only desire to offer an amendment.

Mr. SMOOT. I have no objection, with the understanding
stated by the Senator from Tennessee.

Mr. McCKELLARB. Mr. President, I have changed the amend-
menié slightly, and I will send it to the desk in just a mo-
ment,

I desire to explain to the Senate just what the amendment
means. I have faken the House provision and have changed the
figures so as to begin at incomes of $500,000.

One per cent of the amount by which the net estate exceeds
$500,000 and does not exceed $1,000,000:

Two per cent of the amount by which the net estate exceeds
$1,000,000 and does not exceed $1,500,000;

Three per cent of the amount by which the net estate exceeds
$1,500,000 and does not exceed $2,000,000;

Four per cent of the amount by which the nct estate exceeds
$2,000,000 and does not exceed $2,500,000;

Five per cent of the amount by which the net estaie exceeds
$2,500,000 and does not exceed $3,000,000; :

Six per cent of the amount by which the net estate exceeds
$3,000,000 and does not exceed $3,500,000;

Seven per cent of the amount by which the net estate exceeds
$3,500,000 and does not exceed $4,000,000;

Eight per cent of the amount by which the nef estate exceeds
$4,000,000 and does not exceed $5,000,000:

Nine per cent of the amount by which the ner estate exceeds
$5,000,000 and does not exceed $6,000,000;

Ten per cent of the amount by which the net estate exceeds
$6,000,000 and does not exceed $7.000,000;

Eleven per cent of the amount by which the net estate ex-
aeeds $7,000,000 and does not execed $8,000,000;

Twelve per cent of the amount by which the net esfate ex-
ceeds $8,000,000 and does not exceed $9,000,000;

Thirteen per cent of the amount by which the net estate ex-
ceeds $9,000,000 and does not exceed $10,000,000: and

- Fourteen per cent of the amount by which the net estate ex-
ceeds  $10,000,000.

Mr. President, I have also stricken out of the House pro-
vision that portion which proposes to refund to the States 80
per cent of the tax collected. I have submitted these figures
to the actuary, Mr. McCoy, and he tells me that these rates,
shonld the amendment be agreed to, wiil bring to the Govern-
ment $43,000,000, all of which will go to the Government; none
of it will go to the States. That provision of the bill is stricken
out. If will begin at estates of $500,000, according to the
figures which I have read, and even on the estates of $10,-
000,000 and over the percentage will only be 14 per cent. It is,
comparatively speaking, a small tax upon the wealth of the
country, ;

Mr. NORRIS. Mr. President——

Mr. McKELLAR. I yield to the Senator from Nebraska.

Mr. NORRIS. How does the amendment which the Senator
proposes compare with the rates which he proposes to strike
out in the House bill? :

Mr. McEBELLAR. The difference is this: The House rates

| begin at $50,000 and go up by several gradations to 20 per

cent, but the House rates will produce, as I recall the figures,
$100,000,000, of which the Federal Government would get
§20,000,000 and $80,000,000 would be distributed among the
States. If we have eliminated too many taxes from the bill,
here is the place to get them back from people who, it seems
to me, ought to bear them.

Mr. NORRIS. May I again interrupt the Senator?

- Mr. McKELLAR. Indeed, the Senator may.

Mr. NORRIS. I am only asking the Senator a question for
information, because I am not familiar with the amendment
which the Senator has offered. ;

Mr. McKELLAR. It was left on the desks of Senators this
morning. 3

Mr. NORRIS.  The amendment has not been discussed?

Mr. McKELLAR. No; [t has not been.

Mr. NORRIS. The Senator's amendment, if adopted, would
not raise as much revenue as the House bill would raise, but all
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Mr. McKELLAR. It would raise more than double the
amount; it would raise $43,000,000, whereas the House pro-
vision if adopted would raise for the National Government only

Mr. NORRIS. I understand; but I am including that which
is paid to the Statey.

Mr. McKELLAI. Including that which is given to the
States, the House provision would raise $100,000,000.

Mr. NORRIS. That was my understanding.

Mr. McKELLAR. This amendment, if adopted, would raise
$43,000,000.

Mr. NORRIS. So that, so far as the total revenue raised
by each is concerned, the Senator’s amendment would raise
$43,000,000 and the House provision would raise $100,000,000.

Mr. McKELLAR. One would raise $43,000,000 and the other
§100,000,000.

Mr. NORRIS. The reason why the Government would get
more under the Senator's amendment is that under the House
provision 80 per cent is given to the States.

Mr. McKIILLAR. Yes,

Mr. NORRIS. How high do the rates go under the Senator's
amendment?

Mr. McKELLAR. The highest rate is 14 per cent.

Mr. NORRIS. On estates of what size?

Mr. McEELLAR, On estates of $£10,000,000 and over.

Mr. NORRIS. The rates under the House provision go up
to 20 per cent.

Mr. McKELLAR. They reach 20 per cent on estates of
$£10,000,000 and over. That is the difference between the two
amendments, ’

Mr. NORRIS. Are the administrative features the same?

Mr. McKELLAR. The administrative features are exactly
the same. I have also included in my amendment, though it
was not necessary to do so, that provision of the Senate com-
mittee ‘amendment which was adopted a day or two ago pro-
viding for a reduction in the tax on estates under the revenue
act of 1924,

Mr. NORRIS. Then, the Senator has that same retroactive
feature in his amendment?

Mr. McKELLAR. Yes. It is already in the Senate com-
mittee amendment. »

Mr. NORRIS. I wonder why the Senator copied that provi-
gion in his amendment.. It seems to me it can not be defended
by anybody.

. Mr, McKELLAR. It has already been adopted by the Sen-
ate, and I thought perhaps it would facilitate the adoption of
my amendment,

Mr. NORRIS. It was adopted by the Senate because the
Senate was in the mood of repealing the estate tax entirely,
and that was part of the motion.

Mr. McKELLAR. Yes; that is entirely true, but I think the
two might well go together. S

Mr. BIMMONS. 1 inguire if the amendment has been
printed. : : :

Mr. McKELLAR. It has been printed, but I want to say 1
have changed the figures from those contained in the printed
c¢opy in view of what the Actuary of the Treasury told me.
I will give the Senator a copy of the amendment.

Mr. SIMMONS. Does the amendment provide for what is
called an inheritance tax? 2

Mr. McKELLAR., No; it provides for an estate tax.

Mr. SIMMONS. It is similar to the estate tax which the
present law provides.

Mr, McKELLAR. It is precisely the same as the provision
of the House bill, with the exception of changes in the rates
and with the elimination of the provision in the House text
whereby the Government would act as tax collector for the
Btates, and the States would be given 80 per cent of the tax
collected.

Mr. SIMMONS. I was under the impression that the Sen-
ator was submitting an amendment substantially the same as
the amendment of the Senator from New Mexico [Mr. Jonks]
providing for an inheritance tax. :

Mr. McKELLAR. No; the amendment of the Senator from
New Mexico provides for an inheritance tax, while my amend-
ment provides for an estate tax. It seems to me it should re-
ceive the approval of the Senate if we desire fo have any estate
tax enacted at all. The amendment that I have offered is cer-
tainly very reasonable and fair. It does not apply until an
estate reaches the enormous proportions of $500,000, and then
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the revenue which it would raise would go to the Natlonal
Government.,
Mr. McKELLAR. It would go to the National Government.
Mr. NORRIS. How much less revenue would the Senator’s
amendment, if adopted, raise than the House provision?
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the tax is only 1 per cent. There are several gradations, and
the tax ends at only 14 fer cent. It is a most moderate provi-
sion, and is one which, it seems to me, should commend itself
to the Senate.

Mr. President, I wish to say that a day or two ago I listened
with a great deal of care to the senior Senator from Nebraska
[Mr. Norrig], and the illustrations which he gave of enor-
mously wealthy men receiving as gifts from their parents great
sums of money without paying any tax at all made a great
impression on me, and while I voted for the Senate committee
amendment the other day, largely because of the provision in
the House text which called upon the Goverament to collect
taxes for the States, I feel that I made a mistake, and T want
to correct that mistake to the best of my ability. So I am
offering this amendment in that view in part.

Mr. SIMMONS. I am glad the Senator confesses that he
made a mistake.

Mr. McKELLAR. Oh, yes; I think I did.

Mr. SIMMONS. I myself think the Senator did.

Mr. McKELLAR. I think I made a mistake in voting to do
away with the tax entirely, but I did not make a mistake in
voting against the provision which contemplated collecting
$100,000,000 and turning back to the States $80,000,000 of it,
I do pot think the Federal Government oughf to act as a tax
collector for the various States. With that provision out of it
I would probably have voted for the House provision,

Mr. WALSH. Mr. President——

The VICE PRESIDENT. Does the Senafor from Tennessece
yield to the Senator from Montana?

Mr. McKELLAR. 1 yield.

Mr. WALSII. The statement just made by the Senator from
Tennessee leads me to remark that he has an entirely different
idea of the provision of the House bill from what I have. I
do not understand that the Government of the United States
wias to collect anything and turn it over to the States.

Mr. McKELLAR. That was the substance of the provision.

Mr. WALSIL The' taxpayer would never pay it to the
Government at all. He would pay his estate tax, and in the
computation of the tax which he pays to the Government he
gets a credit for 80 per cent of what he pays to the State.

Mr. McKELLAR. That as it seems to me is a distinetion
without a difference. What is done is that 80 per cent of the
tax is paid back to the States or to the taxpayers of the
States by virtue of the House provision. Further, it is true
that the National Government only wonld get 20 per cent of
the tax. It would impose a tax of 100 per cent and get only
20 per cent of it back. : i

Mr. SMOOT. Mr. President, I ask for the yeas and nays on
the amendment of the Senator from Tennessee,

The VICE PRESIDENT. The question is on the amend-
ment of the Senator from Tennessee.

The amendment proposed by Mr, McKrrrar is as follows:

Btrike out all after llne 2, on page 208, down to and including
line 3, on page 212, as amended, and insert in liea thercof the
following :

TrrLe IT1—EsTATE TAX

Sec. 800. When used in this title—

The term * executor” means the executor or administrator of the
decedent, -or, if there is no executor or adminlstrator appolnted,
qualified, and ecting within the United States, then any person in
actusl or constructive possession of any property of the decedent;

The term *“net estate” means the net estate as determined under
the provisions of section 803; A

The term * month " means calendar month; and

The term **collector” meaps the collector of internal revenue of
the district in which was the domicile of the decedent at the time
of his death, or, if there was no such domlieile in the United States,
then the collector of the distriet in which is sltuated the part of the
gross estate of the decendent in the United States, or, If such part
of the gross estate {s situated in more than one district, then the
collector of internal revenue of such distriet as may be designated
by the commissioner.

Src. B01. (a) In Hen of the tax imposed by Title I1T of the revenue
act of 1024, a tax equal to the sum of the following percentages of the
valoe of the net estate (determimed as provided in section 303) ia
hereby imposed upon the transfer of the net estate of every decedent
dying after the enactment of this mct, whether a resident or. nonresi-
dent of the United States:

One per cent of the amount by which the net estate exceeds $500,-
000 and does mnot exceed §1,000,000;

Two per cent of the amount by which the net estate exceeds $1,000,-
000 and does mot exceed $1,600,000; 2

Three per cent of the amount hy which the net estate exceeds
$1,600,000 and does not exceed $2,000,000; '
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Four per cent of the amount by which the mnet estate exceeds
$2,000,000 and does not exceed $2,500,000;

Five per c¢ent of the amount by which the net estate exceeds
§2,500,000 and does not exceed $3,000,000;

Six per cent of the amount by which the net estate exceeds
$3,000,000 and does not exceed $3,500,000;

Seven per cent of the amount by which the net estate exceeds
$3,500,000 and does not exceed $4,000,000;

Eight per cent of the amount by which the net estate exceeds
- 4,000,000 and does not exceed $5,000,000;

Nine per cent of the amount by which the net estate exceeds
$5,000,000 and does not exceed $6,000,000;

Ten per cent of the amount by which the net estate exceeds
$06,000,000 and does not exceed $7,000,000;

Eleven per cent of the amount by which the net estate exceeds
$7,000,000 and does not exceed §8,000,000;

Twelve per cent of the amount by which the net estate exceeds
. $8,000,000 and does not exceed $9,000,000;

Thirteen per cen. of the amount by which the net estate exceeds
£9,000,000 and does not exceed $10,000,000;

Fourteen per cent of the amount by which the net esiate exceeds
$10,000,000.

Sgc, 802. The value of the gross estate of the decedent shall be de-
termined by including the value at the time of his death of all
property, real or personal, tangible or intangible, wherever situated—

(a) To the extent of the interest therein of the decedent at the
time of his death;

(b) To the extent of any Interest therein of the surviving spouse,
existing at the time of the decedent’s death as dower, curtesy, or
by virtue of a statute creating an estate in Heu of dower or curtesy;

(¢) To the extent of any Interest therein of which the decedent
has at any time made a transfer, by trust or otherwise, in con-
templation of or intended to take effect In possession or enjoyment
at or after his death, except in case of a bona fide sale for a fair
consideration in money or money's worth, Where within two years
prior to his death and without such a consideration the decedent
has made a transfer or transfers, by trust or otherwise, of any of his
property, or an interest therein, not admitted or shown to bave been
made in contemplation of or intended to take effect in possession or
enjoyment at or after his death, and the value or aggregate value,
at the time of such death, of the property or interest so transferred
to any one person is in excess of $5,000, then to the extent of such
excees, such transfer or transfers sghall be deemed and held to have
been made in contemplation of death within the meaning of this title;

(d) To the extent of any interest therein of which the decedent has
at any time made a transfer, by trust or otherwise, where the enjoy-
ment thereof was subject at the date of his death to any change
through the exercise of a power, either by the decedent alone or in
conjunction with any person, to alter, amend, or revoke, or where
the decedent relinquished any such power in contemplation of his
death, except in case of a bona fide sale for a falr consideration in
money or money's worth. The relinguishment of any such power,
not admitted or shown to have been in contemplation of the decedent’s
death, made within two years prior to his death without such a con-
gideration and affecting the interest or interests (whether arising
from one or more trangfers or the creation of one or more trusts) of
any one beneficlary of a value or aggregate value, at the time of such
death, In excess of $5,000, then, to the extent of such excess, such re-
linquishment or relinquishments shall be deemed and held to have
been made in contemplation of death within the meaning of thie title;

(e) To the extent of the interest therein held as joint tenants by
the decedent and any other person, or as tenants by the entirety by
the decedent and spouse, or deposited, with any person earrying on
the banking business, in their joint names and ‘payable to either or
the survivor, except such part thereof as may be shown to have
originally belonged to such other person and never to have been
received or acquired by the latter from the decedent for less than a
fair consideration in money or money's worth: Provided, That where
guch property or any part thereof, or part of the consideration with
which such property was acquired, 18 shown to have been at any time
acquired by such other person from the decedent for less than a fair
consideration in money or money's worth, there shall he excepted
only such part of the value of such property a&s is proportionate to
the consideration furnished by such other person: Provided further,
That where any property has been acquired by gift, bequest, devise, or
inheritance, as a tenancy by the entirety by the decedent and spouse,
then to the extent of one-half of the value thereof, or, where so
acquired by the decedent and any other person as joint tenants and
their Interests are not otherwise specified or fixed by law, then fo the
extent of the value of a fractional part to be determined by dividing
the value of the property by the number of joint tenants;

(f) To the extent of any property passing under a general power
of appointment exercised by the decedent (1) by will, or (2) by deed
executed in eontemplation of, or intended to take effect in possession
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or enjoyment at or after, his death, except In csse of a bona fide sale
for a fair consideration in money or money’s worth; and

(g) To the extent of the amount receivable by the executor as in-
surance under policles taken out by the decedent upon his own life;
and to the extent of the excess over $40,000 of the amount receivable
by all other beneflclaries as insurance under policies :uen out by the
decedent upon his own life,

(h) Subdivisions (b), (e), (d), (e), (f), and (g) of this section
shall apply to the transfers, trusts, estates, interests, rights, powers,
and relinquishment of powers, as severally enumerated and described
therein, whether made, created, arising, existing, exercised, or re-
linguished before or after the enactment of this act, except that the
second sentence of subdivision (¢) and the second sentence of sub-
division (d) shall apply only to transfers and relinquishments made
after the enactment of this act,

Sec, 803. For the purpose of the tax the value of the net estate
shall be determined—

(a) In the case of a resident, by deducting from the value of the
gross estate—

(1) Such amounts for funeral expenses, administration expenses,
claims against the estate, unpaid mortgages upon, or any indebted-
ness in respect to, property (except, in the ease of a resident decodent,
where such property is not situated in the United States), to the
extent that such claims, mortgages, or indebtedness were incurred or
contracted bona fide and for a falr consideration In money or money's
worth, losses incurred during the settlement of the estate arising from
fires, storms, shipwreck, or other casualty, or from theft, when such
losses are not compensated for by insurance or otherwlse, and such
amounts reasonably required and actually expended for the support
during the settlement of the estate of those dependent upon the
decedent, as are allowed by the laws of the jurisdlction, whether
within or without the United States, under which the estate is bein
administered, but not including any income taxes upon income roce!\res
after the death of the decedent, or any estate, succession, legaey, or
inheritance taxes;

(2) An amount equal to the value of any property (A) forming
a part of the gross estate situated In the United States of any
person who died within five years prior to the death of the decedent,
or (B) transferred to the decedent by gift witlin five years prior to
his death, where such property can be identified as having been re-
ceived by the decedent from such donor by gift or from such prior
decedent hy gift, bequest, devise, or inheritance, or which can bhe
identified as baving been acquired in exchange for property so re-
ceived. This deduction shall be allowed only where a gift tax imposed
under the revenue act of 1924, or an estate tax imposed under this
or any prior act of Congress was paid by or on behalf of the donor
or the estate of such prior decedent ss the case may be, and only
in the amount of the value placed by the commissioner on such
property in determining the value of the gift or the gross estate of
such prior decedent, and only to the extent that the valne of such
property is inciuded in the decedent's gross estate and not deducted
under paragraph (1) or (8) of this subdivislon;

(3) The amount of all bequests, legacies, devises, or transfers, except
bona fide sales for a falr consideration in money or money’s worth, in
contemplation of or intended to take effect in possession or enjoyment
at or after the decedent’s death, to or for the use of the United States,
any State, Territory, any political subdivision thereof, or the District
of Columbla, for exclugively public purposes, or to or for the use of
any corporation organized and operated exclusively for rellgious, chari-
table, scientific, literary, or educational purposes, including the en-
couragement of art and the preventlon of cruelty to ¢hildren or animals,
no part of the net earnings of which inures to the benefit of any
private stockholder or individual, or to a trustee or trustees, or a fra-
ternal society, order, or association operating under the lodge system,
but only if such contributlons or gifts are to be used by such trustee
or trustees, or by such fraternal society, order, or association, exclu-
sively for religlous, charitable, scientific, literary, or educational pur-
noses, or for the prevention of ernelty to children or animals. If the
tax imposed by section 301, or any estate, suceession, legacy, or in-
heritance taxes, are, either by the terms of the will, by the law of the
jurisdietion under which the estate is administered, or by the law of
the jurisdietion imposing the partienlar tax, payable in whole or in part
out of the bequests, legacics, or devises otherwlse deductible under this
paragraph, then the amount deductible under this paragraph shall be
the amount of such bequests, legacies, or devises reduced by the amount
of such taxes; and

(4) An exemption of $50,000.

(b) In the case of a nonresident, by deducting from the value of
that part of his grose estate which at the time of his death is situated
in the United States: :

(1) That proportion of the deductions specified in paragraph (1) of
subdivision (a) of this section which the value of such part bears to
the value of this entire gross estate, wherever situated, but In no case
ghall the amount so deducted exceed 10 per cent of the value :t that




part of his gross estate which at the time of his death is sitvated ia
the United States;

(2) An amount equal to the value of any property (A) forming a
part of the gross estate situated in the United States of any person
who died within five years prior to the death of the decedent, or (B)
transferred to the decedent by gift within five years prior to his death,
where such préperty can be identified as having been received by the
decedent from such donor by gift or from such prior decedent by gift,
bequest, devise, or inheritance, or which can be identifled as having
been acquired in exchange for property so recelved. This deduction
shall be allowed only where a gift tax imposed under the revenue act
of 1024, or an estate tax imposed under this or any prior sct of Con-
gress was paid by or on behalf of the donor or the estate of such prior
decedent as the case may be, and only in the amount of the value
placed by the commlissioner on such property in determining the value
of the gift or the gross estate of such prior decedent, and only to the
extent that the value of such property is included in that part of the
decedent’s gross estate which at the time of bis death is situated in
the United States and not deducted under paragraph (1) or (3) of this
subdivision ; and

(3) The amount of all beguests, legacles, devises, or trapsfers, ex-
cept bona fide sales for a falr consideration, in money or money's
worth, in contemplation of or intended to take effect in possession or
enjoyment at or after the decedent's death, to or for the use of the
United States, any State, Territory, any political subdivision thereof,
or the Distriet of Columbia, for exclusively public purposes, or to or
for the use of any domestie corporation organized and operated ex-
clusively for religious, charitable, scientific, literary, or educational
purposes, including the encouragement of art and the prevention of
cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private stockholder or individual, or to a
trustee or trustees, or a fraternal society, order, or association oper-
ating under the lodge system, but only if such contributions or gifts
are to be used within the United States by such trustee or trustees,
or by such fraternal society, order, or association, exclusively for
religious, charitable, scientifle, literary, or educational purposes, or for
the prevention of cruelty to children or animals. If the tax Imposed
by sectlon 301, or any estate, succession, legacy or inheritance taxes,
are, either by the terms of the will, by the law of the jurisdiction
under which the estate is administered, or by the law of the jurisdic-
tion imposing the particular tax, payable in whole or in part out of
the bequests, legacies, or devises otherwise deductible under this para-
graph, then the amount deductible under this paragraph shall be the
amount of such bequests, legacles, or Wevises reduced by the amount
of such taxes.

(c) No deductlon shall be allowed In the case of a nonresident
unless the executor includes In the return required to be filed under
gection 304 the value at the time of his death of that part of the
gross estate of the nonresident not situated in the United Btates.

(d) For the purpose of this title, stock in a domestic corporation
owned and held by a nonresident decedent shall be deemed property
within the United States, and any property of which the decedent
has made a transfer, by trust or otherwise, within the meaning of
subdivizion (¢) or (d) of section 302, shall be deemed to be situated
in the United States, If so situated either at the time of the transfer,
or at the time of the decedent’s death.

(e) The amount receivable as insurance upon the life of a non-
resldent decedent, and any moneys deposited with any person carrying
on the banking business, by or for a nonresident decedent who was
not engaged in business in the United States at the time of his death,
shall not, for the purpose of this title, be deemed property within the
United States.

(f) Misslonaries duly commissioned and serving under boards of
forcign missions of the various religions denominations in the United
Btates, dylng while in the foreign mlasionary service of such boards,
shall not by reason merely of their intention to permanently remain
in such foreign service be deemed nonresidents of the United States,
but shall be presumed to be residents of the State, the District of
Columbia, or the Territorles of Alaska or Hawall wherein they re-
spectively resided at the time of their commission and their departure
for such foreign service. »

SEc. 304. (a) The executor, within two months after the decedent’s
death, or within a llke period after qualifying as suoch, shall give
written notice thereof to the collector. The executor shall also, at
guch times and in such manner as may be required by regulations made
pursuant to law, file with the collector & return under oath in dupll-
cate, setting forth (1) the value of the gross estate of the decedent
at the time of his death, or, in case of a nonresident, of that part
of his gross estate situated In the United States; (2) the deductions
allowed under section 303 ; (3) the value of the net estate of the de
cedent as deflned in section 302; and (4) the tax paid or payable
thereon § or such part of such information as may at the time be ascer-
taloable and such supplemental data as may be necessary to establish
the correct tax.

(b) Return shall be made in all cases where the gross estate at the
death of the decedent exceeds $50,000, and In the case of the estate
of every nonresident any part of whose groas estate I8 situated In the
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United Btates. If the executor is unable to make a complete return
a8 to any part of the gross estate of the decedent, he shall Inclnde in
his return a deseription of such part and the name of every personm
holding a legal or beneflcial interest therein, and upon notice from the
collector such person shall in like manner make a return as to such
part of the gross estate.

Spc. 305. (a) The tax imposed by this title shall be due and payabla
one year after the decedent's death and shall be pald by the executor
to the collector.

(b) Where the commissioner finds that the payment on the due
date of any part of the amount determined by the executor as the
tax would Impose undue hardship upon the estate, the commissioner
may extend the time for payment of any such part not to exceed
five years from the due date. Im such case the amount in respect
of which the extenslon Is granted shall be pald on or before the date
of the expiration of the perlod of the extension,

(¢) If the time for the payment is thus extended there shall be
collected, as a part of such amount, interest thereon at the rate of
6 per cent per annum from the expiratlon of slx months after the
due date of the tax to the expiration of the period of the extension.

(d) The time for which the commissioner may extend the tima for
payment of the estate tax Imposed by Title IV of the revenues act
of 1921 is hereby increased from three years to flve years,

Sec..806. As soon as practicable after the return i3 filed the com-
missioner shall examine it and shall determine the correct amount of
the tax.

Sec. 807. As used In this title In respect of a tax imposed by this
title the term * deficlency " means—

(1) The amount by which the tax Imposed by thls title exceeds the
amount shown as the tax by the executor upon hls return; but tha
amount so shown on the return shall first be increased by the amounts
previously assessed (or collected without assessment) as a deficiency,
and decreased by the amounts previously abated, refunded, or other-
wise repaid In respect of such tax; or

(2) If no amount is shown as the tax by the executor upon his
return, or if no return is made by the execufor, then the amount by
which the tax exceeds the amounts previously assessed (or collected
without assessment) as a deflclency; but such amounts previously
assessed, or collected without assessment, shall first be decreased by the
amounts previously abated, refunded, or otherwise repaid In respect
of such tax,

Sec. 308, (a) If the commissloner determines that there Is a defi-
clency in’respect of the tax imposed by this title, the executor, except
as provided in subdivislon (d) or (f), shall be notlfied of such defl-
clency by registered mall. Within 60 days after such notice iz malled,
the executor may file a petition with the Board of Tax Appeanls for a
redetermination of the deficlency. Except as provided In subdivision
(d) or (f) of this section or in section 279 or In section 012 of the
revenne act of 1024 as amended, no assessment of a dJdeficlency In
respect of the tax imposed by this title and no distraint or proceeding
In court for its collection shall be made, begun, or prosecuted until the
taxpayer bas been notified of such deficlency as above provided, nor
until the expiration of such G0-day period, nor, If a petitlon has been
flled with the board, until the decision of the board has become final.
The executor, notwlthstanding the provisions of section 3224 of the
Revised Statutes, may enjoln by & proceeding in the proper court the
making of such assessment or the beginning of such proceeding or
distraint durlng the time such prohibition is in force.

(b) If the executor files a petition with the board, the entire
amount redetermined as the deficiency by the declslon of tke board
which has become final shall be assessed and ehall be paid upon
notice and demand from the collector. No part of the amount deter-
mined as a deficlency by the commissloner but disallowed as such by
the decision of the board which has become final shall be assessed or
be collected by distraint or by proceeding in court with or without
assessment.

(¢) If the executor does not flle a petition with the board within
the time prescribed in subdivision (a) of this sectlon, the deficlency
of which the executor has been notified shall be assessed, and sghall
be paid upon notice and demand from the collector.

(d) If the commissioner belleves that the assessment or ecollection
of a deficlency wiil be Jeopardized by delay, such deficiency shall be
assessed Immediately and notice and demand shall be made by the
collector for the payment thereof. In such case the jeopardy assess-
ment may be made (1) without glving the notice provided in subdl-
vision (a) of this sectlon, or (2) before the expiration of the 60-day
period provided in subdivision (a) of thls section even though such
notice has been given, or (3) at any time prior to the decislon of
the board upon such deflclency even though the executor has filed a
petition with the board, or (4) in the case of any part of the defi-
clency allowed by the board, at any time before the expiration of 90
days after the declsion of the board was rendered, but not after the
executor has filed a review bond under sectlon 912 of the revenue act
of 1924 as amended. Upon the making of the jeopardy asscssment
the jurlsdiction of the board and the right of the executor to appeal
from the board shall cease. If the executor does not file a claim in

abatement with bond as provided in section 312, the deficiency so
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asgessed (or, if the clalm so filed ecovers only a part of the deficleney,
then the amount not covered by the clalm) shall be pald upon notiee
and demand from the collector.

(e) The board ghall have jurisdiction to redetermine the ecorrect
amount of the deficiency even if the amount so redetermined is greater
than the amount of the deficlency of which the executor was notified,
whether or mot eclaim therefor is asserted by the commissioner at or
before the hearing; but the board shall by rules prescribe under what
conditions and at what times the commissioner may assert before the
board that the deficiency is greater than the amount of which the
executor was notified.

(f) If after the enactment of this act the commissioner has notified
the executor of a deficlency as provided in subdivizion (a), he shall
have mo right to determine any additional deficiency, except in the
case of frand, and except as provided In subdivision (e). If the ex-
ecutor is notlfied that on account of a mathematieal error appearing
upon the face of the return an amount of tax in excess of that shown
upon the return is due, and that an assessment of the tax has been
or will be made on the basis of what would have been the correct
amount of tax but for the mathematical error, such notification shall
not be considered for the purposes of this subdivision or of subdivision
(a) of this section or of section 317 as a notification of a deflelency,
and the executor shall have no right to file a petition with the Board
of Tax Appeals based on such notification, nor ghall such assessment
be prohibited by the provislons of subdivision (a) of this section.

(g) For the purposes of this title the time at which a decision of
the board becomes final shall be determined according to the provisions
of gection 916 of the revenue act of 1924, as amended.

_(h) Interest upon the amount determined as a deficlency shall be
assessed at the same time as the deficiency, ghall be paid upon notice

and demand from the collector, and shall be collected as a part of the-

tax, at the rate of 6 per cent per anuum from the due date of the
tax to the date the deficiency is agsessed.

(i) Where it is shown to the satisfaction of the commissioner that
the payment of & deficiency upon the date preseribed for the pay-
ment thereof will result In undue hardship to the estate, the comimnis-
gloner, with the approval of the Secretary (except where the deficiency
is due to negligence, to intentional disregard of rules and regulations,
or to frand with intent to evade tax), may grant an extension for the
payment of such deficiency or any part thereof for a period not In
excess of two years. If an extension is granted, the commissioner
may require the executor to furnish a bond in such amount, not
exceeding double the amount of the deficiency, and with such sureties
as the commissioner deems necessary, conditioned upon the payment
of the deficiency in accordance with the terms of the extension. In
guch case there shall be collected, as a part of the tax, interest on
the part of the deficiency the time for payment of which is so ex-
tended, at the rate of 6 per cent per annum for the period of the
extension, and po other Interest shall be collected on such part of
the defictency for such period. If the part of the deficlency the time
for payment of which is so extended is not paid in accordance with
the termns of the extension, there shall be collected, as a part of the
tax, interest on such unpaid amount at the rate of 1 per cent a
month for the period from the time fixed by the terms of the ex-
tension for its payment until it is paid, and no other interest shall
be collected on such unpald amount for such period.

(j) The B0 per cent addition to the tax provided by section 8178
of the Revised Statutes, as amended, shall, when assessed after the
enactment of this act in connection with an estale tax, be assessed,
collected, and paid in the same manner as if It were a deficiency,
except that the provisions of subdivision (h) of thiz section shall not
be applicable, -

SEC. 309. (a) (1) Where the amount determined by the executor as
the tax imposed by this title, or any part of such amount, is not paid
on the due date of the tax, there shall be collected as a part ef the
tax, interest upon such unpaid amount at the rate of 1 per cent a
nionth from the due date until it is paid. :

(2) Where an extension of time for payment of the amount so deter-
mined as the tax by the executor has been granted, and the amount
the time for payment of which has been extended, and the interest
thereon determined under subdivision (¢) of sectlon 3035, 18 not pald in
full prior to the expiration of the period of the extension, then, in lieu
of the Interest provided for in paragraph (1) of this subdivislon, inter-
est at the rate of 1 per cent a month shall be collected on such unpaid
amount from the date of the expiration of the period of the extension
until it 18 paid.

(b) Where a deficiency, or any interest assessed in connection there-
with under subdivision (h) of section 808, or any addition to the tax
provided for In section 3176 of the Revised Statutes, as amended, is
not paid in full within 30 days from the date of notice and demand
from the collector, there shall be collected as part of the tax, interest
upon the unpaid amount at the rate of 1 per cent a month from the date
of such notice and demand until it is paid.

(¢) If a clalm in abatement ls filed, as provided In section 812, the
provisions of subdivision (b) of this section shall not apply to the
amount covered by the claim in abatement.
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Sgpc. 810, (a) Except as provided In seetion 311, {he amount of the
estate taxes imposed by this title shall be assessed within four years
after the return was filed, and no proceeding in court for the collee-
tion of such taxes shall be begun after the expiration of five years after
the return was filed,

(b) The runmning of the statute of limitations ofl the making of
assessments and the beginning of distraint or a proceeding in court
for collection, in respect of any deficiency, shall be suspended for the
period during which, under the provislons of this title, the commis-
sioner is prohibited from making the assessment or beginning distraint
or A& proceeding in court.

Sec. 811. (a) In the case of a false or fraudulent return with
intent to evade tax or of a fallure to file a return the tax may be
assessed, or a proceeding in court for the collection of such fax may
be begun without assessment, at any time.

(b) Where the assessment of the tax is made within the period
prescribed in section 810 or in this section, such tax may be collected
by distraint or by a proceeding in court, begun within (1) six years
after the assessment of the tax, or (2) at any time prior to the expira-
tion of any period for collection agreed upon in writing by the com-
misgioner and the executor.

(e) This section shall not affect any assessment made, or distraint
or proceeding in eourt begun, before the enactment of this act, nor
shall it authorize the assessment of a tax or the collection thereof
by distraint or by a proceeding in court (1) if at the time of the
enactment of this act such assessment, distraint, or proceeding was
barred by the period of limitation them in existence, or (2) contrary
to the provisions of subdivision (a) of seetion 808,

Bec. 812. (a) If a deflelency has been assessed under subdivision
(d) of section 808, the executor, within 30 days after notice and
demand from the collector for the payment thereof, may file with the
collector a claim for the abatement of such deficlency, or any part
thereof, or of any Interest or additional amounts assessed In connees
tion therewith, or of any part of any such interest or additional
amounts. If such claim 18 accompanied by a bond, in such amount
not exceeding double the amount of the claim, and with such sureties,
a8 the collector deems necessary, conditionmed upon the payment of
80 much of the amount of the claim @s I8 not abated, together with
interest thereon as provided in subdivision (¢) of this section, then
upon the filing of such claim and bond, the collection of so much of
the amount assessed as is covered by such ¢laim and bond shall be
stayed pending the final disposition of the claim.

(b) When a claim is filed and accepted by the collector he shall
transmit the claim immediately to the commissioner, who shall by
registered mail notify the executor of his decision on the elalm. The
exenctor may, within 60 days after such notice is mailed, file a peti-
In cases where collection has
been stayed by the filing of a bond, then if the claim is denied in
whole or in part by the commissioner (or, if a petition has been
filed with the board, if such claim is denied in whole or in part by
a decision of the beard which has become final), the amount, the
claim for which is denied, shall be collected as part of the tax upon
notice and demand from the collector, and the amount, the claim for
which is allowed, shall be abated. In cases where collection hss not
been stayed by the filing of a bond, then if the claim is allowed in
whole or in part by the commissioner (or, if a petition has been filed
with the board, if such claim s allowed in whole or in part by a
decision of the board which has become final), the amount so allowed
shall be credited or refunded as provided in section 281, or, if collee-
tion has not been made, shall be abated.

(e¢) In cases where .collection has been stayed by the filing of &
bond, then if the claim in abatement is demied in whole or in part,
there skall be collected, at the same time as the part of the claim
denied, and as a part of the tax, interest at the rate of 6 per cent
per annum upon the amount of the claim denied, from the date of
notice and demand from the collector under subdlvision (d) of seetion
308 to the date of the notice and demand under subdivision (b) of
this section. If the amount included in the notice and demand from
the collector under subdivision (b) of this section is mot paid in Tull
within 30 days after such notice and demand, then there shall be
collected, as part of the tax, Interest upon the unpald amount at the
riate of 1 per cent a month from the date of such notice and demand
until it is paid.

(d) Except as provided in this section, no claim In abatement shall
be filed in respect of any assessment made after the enactment of this
act in respect of any estate tax,

8Ec. 318, (a) The collector shall grant to the person paying the tax
duplicate receipts, either of which shall be sufficient evidence of such
payment and shall entitle the executor to be credited and allowed the
amount thereof by any court having jurisdiction to audit or seftie hls
accounts.

(b) If the executor makes written application to the conmmissioner
for determination of the amount of the tax and discharge from per-
sonal liability therefor, the commissioner (as soon as possible, and in
any event within one year after the making of such application, or,
if the application is made before the return is filed, then within one
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year after the return is filed, but not after the expiration of the
period prescribed for the assessment of the tax In gection 810) shall
notify the executor of the amount of the tax. The executor, upon pay-
ment of the amount of which he is notified, shall be discharged from
personal liability for any deflclency in tax thereafter found to be due
and shall be entltled to a receipt or writing showing such discharge.

(e) The provistons of subdivision (b) shall not operate as a release
of any part of the gross estate from the lien for any deficlency that
may thereafier be determvined to be due, unless the title to such part of
the gross estate has passed to a boma fide purchaser for value, in
which case such part shall not be subject to a lien or to any claim or
demand for any such deflelency, but the len shall attach to the con-
sideration recelved from such purchaser by the helrs, legatees, devisees,
or distributees,

8rc. 314, (a) If the tax herein imposed is not paid on or before the
due date theréof, the collector ghall, upon Instruction from the commis-
sloner, proceed to collect the tax under the provisions of general law or
commence appropriate proceedings in any court of the United States
having jurisdiction, In the name of the United States, to subject the
property of the decedent to be sold under the judgment or decree of the
court. From the proceeds of such sale the amount of the tax, together
with the costs snd expenses of every description to be allowed by the
court, shall be first paid, and the balance shall be deposited according
to the order of the court, to be paid under its direction to the person
entitled thereto. This subdivision, in so far as it applies to the collec-
tion of a deflciency, shall be subject to the provisions of section 308,

(b) If the tax or any part thereof is paid by, or collected out of
that part of the estate passing to or in the poseession of, any person
other than the executor in his capacity as such, such person shall be
entitled to reimbursement out of any part of the estate still undis-
tributed or by a just and equitable contribntion by the persons whose
interest In the estate of the decedent-would have been reduced if the
tax had been paid before the distribution of the estate or whose
interest is subject to equal or prior liability for the payment of taxes,
debts, or other charges agninst the estate, it being the purpose and
intent of this title that so far as is practicable and unless otherwise
directed by the will of the decedent the tax shall be paid out of the
estate before its distribution, If any part of the gross estate con-
gists of proceeds of policles of insurance upon the life of the decedent
receivable by a beneficiary other than the executor, the executor shall
be entitled to recover from such beneficiary such portion of the total
tax paid as the proceeds, in excess of $40,000, of such policles bear
to the net estate, If there is more than one such beneficlary the
execuitor shall be entitled to recover from such beneficiaries in the
game ratio.

Hec. 815. (a) Unless the tax is sooner paid in full, it shall be &
Hen for 10 years upon the gross estate of the decedent, except that
such part of the gross estate as is used for the paynrent of charges
against the estate and expenses of its administration, allowed by any
court having jurisdiction thereof, shall be divested of such len. If
the commissioner Is satisfied that the tax liability of an estate has
been fully discharged or provided for, he may, under regulations pre-
geribed by him with the approval of the secretary, issue his certifi-
cate releasing any or all property of such estate from the llen herein
imposed. |

(b) If (1) the decedent makes a transfer, by trust or otherwise,
of any property in contemplation of or intended to take effect in
possession or enjoyment at or after his death (except in the case of
a bona fide sale for a fair consideration in money or money's worth),
or (2) if insurance passes under a contract executed by the decedent
in favor of a specific beneficiary, and if in either case the tax in re-
gpect thereto is not pald when due, then the transferee, trustee, or
beneficlary shall be personally Hable for such tax, and such property,
to the extent of the decedent's interest thereln at the time of such
tranafer, or to the extent of such beneficiary’s interest under such
cantract of insurance, shall be subject to a like lien equal to the
amount of such tax, Any part of such property sold by such transferes
or trustea to a bona fide purchaser for a fair consideration in money
or money's worth shall be divested of the llen and a like lien shall
then attach to all the property of such transferee or trustee, except
any part sold to a bona fide purchaser for a falr consideration in
money or money's worth.

Sgec. 818, (a) If after the enactment of this act the commissioner
determines that any assessment ghould be made in respect of any
estate tax imposed by the revenue act of 1017, the revenue act of
1918, the revenue act of 1921, or the revenue act of 1924, or by any
guch aet as amended, the commissioner shall notify the person liable
for such tex by registered mail of the amount proposed to be assessed,
which notification shall, for the purposes of this act, be considered
a notification under subdivision (a) of section 808 of this act. In
such cases the amount whigh ghould be nassessed (whether as defi-
cieney or additional tax or as interest, penalty, or other addition to
the tax) shall be computed as if this act bad not been enacted, but
the amonnt so computed shall be assessed, collected, and paid in the
Bame manner and subject tu the same provisions and limitations (im-
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cluding the provisions in ease of delinquency in payment after notice
and demand and the provisions prohibiting claims and suits for re-
fund) as in the case of the tax imposed by this title, except that the
perlod of limitatlon prescribed in section 1100 of this act shall be
applied in leu of the perlod prescribed In subdivision (a) of sec-
tion B810.

(b) If befors the enactment of this act any person has appealed
to the Board of Tax Appeals under subdivision (a) of section 808 of
the revenue act of 1924 (if such appeal relates to a tax imposed by
Title ITT of such act or to so much of an estate tax imposed by prior
act as was not assessed before June 3, 1924), and the decision of the
board was not made before the enactment of this act, the board shall
have jurisdiction of the appeal. In all such cases the powers, duties,
rights, and privileges of the commissioner and of the person who has
brought the appeal, and the jurisdiction of tha board and of the
courts, shall be determined, and the computation of the tax shall be
made, in the same manner as provided in subdivision (a) of thia
section, exeept that the person liable for the tax shall not be subject
to the provisions of subdivision (a) of section 8517.

(e) If before the enactment of this sct the commissioner has
miiled to any person a notice under eubdivision (a) of gection 308
of the revenue act of 1024 (whether in respect of a tax imposed by
Title IIT of such act or in respect of so much of an estate tax im-
posed by prlor act as was not assessed before June 3, 1924), and if
the 60-day period referred to in such subdivision has not expired
before the enactment of this act, such person may file a petition
with the board In the same manner as if -a notice of deficlency had
been mailed after the enactment of thiz act in respect of a deficiency
in a tax imposed by this title. In such cases the 60-day period
referred to in subdivision (a) of section 308 of this act shall begin
on the date of the enactment of this act, and the powers, duties,
rights, and privileges of the commissioner and of the person who
has filed the petltion, and the jurisdiction of the board and of the
courts, shall, whether or not the petition is filed, be determined, and
the computation of the tax shall be made, in the same manner as
provided in subdivision (a) of this section.

(d) If any estate tax imposed by the revenne act of 1017, the
revenue act of 1918, or the revenue act of 1921, or by any such act
ag amended, was assessed before June 8, 1924, but was not paid
in full before the date of the emactment of thls act, and if the com-
missioner, after the enactment of this act, filnally determines the
emount of the deficlency, he shall notify the person liable for such
tax by registered mail of the amount propesed to be collected, which
notification shall, for -the purposes of thia act, be considered a notifi-
cation under subdivision (a) of section 308 of this act. In such case
the amount to be collected (whether as deficiency or additional tax
or as interest, penalty, or other additions to the tax) shall be com-
puted as if this act had not been enacted, but the amount so com-
puted shall be assessed, collected, and paid in the same manner and
subject to the same provisions and limitations (including the previ-
glons in cases of delinquency in payment after notice and demand,
and the provisions relatlng to claims and suits for refund) as in the
case of the tax Imposed by this title, except as otherwise provided
In subdivision (g} of this section, and except that the period of liml-
tation prescribed in sectlon 1109 of this act shall be applied in lieu
of the period preseribed in subdivision (a) of section 310.

(e) If any estate tax imposed by the revenue act of 1917, the rev-
enue sct of 1018, or the revenue act of 1921, or by any such act as
amended, was assessed before June 8, 1924, but was not paid in full
befors that date, and if the commissioner after June 2, 1924, but
before the enactment of this act, finally determined the amount of the
deficiency, and If the person liable for such tax appealed before the
enactment of this act to the Board of Tax Appeals and the decision
of the board was not made before the enactment of this act, the board
ghall have jurisdiction of the appeal. In all such cases thea powers,
duties, rights, and privileges of the commissioner and of the person
who has brought the appeal, and the jurisdiction of the board and of
the courts, shall be determined, and the computation of the tax shall
bea made, In the same manner as provided in subdlvision (d) of this
section, except that the person liable for the tax shall not be subject
to the provisions of subdivision (a) of section 317.

(f) If any estate tax imposed by the revenue act of 1917, the reve-
nue sct of 1918, or the revenue act of 1021, or by any such act as
amended, wes assessed before June 8, 1024, but was not paid in full
before the date of the enactment of this act, and it the commissioner
after June 2, 1024, finally determined the amount of the deficiency,
and notified the person liable for such tax to that effect less than 60
days prior to the enactment of this act, the person so notified may
file a petition with the hoard in the same manmer as if o notice of
deficiency had been malled after the enactment of this act in respect
of a deficiency in a tax imposed by this title. In such cases the GO-day
period referred to in subdivision (a) of section 308 of this act shall
begin on the date of the enactment of this act, and, whether or wot
the petition is filed, the powers, dutles, rights, and privileges of the
commissioner and of the person who is so notified, and the jurisdiction
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of the board and of the courts, shall be determined, and the computa-
tion of the tax be made, in the same manner as provided in subdivision
(d) of this section.

(g) In cases within the scope of subdivision (d), (e), or (f), if
the commissioner believes that the collection of the deficiency will be
jeopardized by delay, he may, despite the provisions of subdivision (a)
of section 308 of this aect, instruet the collector to proceed to enforce
the payment of the deficiency. Such action by the collector and the
commisisoner may be taken at any time prior to the decisioh of the
board upon such deficiency even thongh the person liable for the tax
has filed a petition with the board, or, in the case of any part of the
deficlency allowed by the board, at any time before the expiration of
90 days after the decision of the board was rendered, but not after the
person liable for the tax has filed a review bond under section 912
of the revenue act of 1924 as amended, and thereupon the jurisdiction
of the board and the right of the taxpayer to appeal from the board
ghall cease. Upon payment of the deficiency in such case the person
liable for the tax shall not be subject to the provisions of subdivision
(a) of section 317,

Sec. 317. (a) If the commissioner has notified the executor of a
deficiency or has made an assessment under subdivision (d) of section
308, the right of the executor to file a petition with the Board of Tax
Appeals and to appeal from the decision of the board to the courts
shall constitute his sole right to contest the amount of the tax, and,
whether or not he files a petition with the board, no eredit or refund
in respect of such tax shall be made and no suit for the recovery of
any part of such tax ghall be maintained in any court, except as pro-
vided in subdivision (b) of this section or in rubdivision (b) of section
312 or in subdivision (b), (e), or (g) of section 816 of this act or in
gection 912 of the revenue act of 1924 as amended This subdivision
ghall not apply in any case where the executor proves to the satisfac-
tion of the commissioner or the court, as the case may be, that the
notice under subdivision (a) of section 808 or subdivision (b) of section
812 was not recelved by him before the expiration of 45 days from the
time such notice was mailed,

(b) If the Board of Tax Appeals finds that there is no deficiency
and forther finds that the executor has made an overpayment of tax,
the board shall have jurisdiction to determine the amount of such
overpayment, and such amount shall, when the decicion of the board
has become final, be credited or refunded to the executor as provided In
gection 8220 of the Revised Btatutes, as amended Soch refund or
credit shall be made either (1) if claim therefor was filed within the
period of limitation provided for in section 8228 of the Revised Stat-
utes, as amended, or (2) if the petition was filed with the board within
four years after the tax was paid.

S8pc. 818. (a) Whoever knowingly makes any false statement in any
notice or return reguired to be flled under this title shall be liable to
a penalty of not exceeding $5,000 or imprisonment not exceeding one
year, or both.

{b) Whoever fails to comply with any duty imposed uvpon him
by section 304, or, having in his possession or control any record,
file, or paper, containing or supposed to contain any information
concerning the estate of the decedent, or, having in his possession
or control any property comprised in the gross estate of the decedent,
fails to exhibit the same upon request to the commissioner or any
collector or law officer of the United States or his duly authorized
deputy or agent, who desires to examine the same in the perform-
ance of his duties under this title, shall be liable to a penalty of not
exceeding $500, to be recovered, with costs of suit, in a eivil action
in the name of the United States.

Sgc. 319. (a) The terms * resident” as used in this title includes
a citizen of the TUnited States with respect to whose property any
probate or administration proceedings are had in the United States
Court for China. Where no part of the gross estate of such decedent
is situated in the United States at the time of his death, the total
amount of tax due under this title shall be paid to or collected by the
clerk of sueh court, but where any part of the gross estate of such
decedent is situated in the United States at the time of his death,
the tax due under this title shall be pald to or eollected by the col-
lector of the district In which is situated the part of the gross estate
in the United States, or, if such part is sitoated in more than one
district, then the collector of such district as may be designated by
the commissioner,

{(b) For the purpose of this section the clerk of the United States
Court for China shall be a collector for the territorial jurisdiction of
such court, and taxes shall be collected by and paid to him in the
same manner and subject to the same provisions of law, including
penalties, as the taxes collected by and paid to a collector in the
United States.

Sec. 300 (a) Bection 301 of the revenue act of 1924 is amended
to read as follows:

“ 8gc. 301, (a) In lieu of the tax imposed by Title IV of the reve-
nue act of 1921, a tax equal to the sum of the following percentages
of the value of the net estate -(determined as provided in sec. 303)
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fs hereby imposed upon the transfer of the net estate of every de-
cedent dying after the enactment of this act, whether a resident
or nonresident of the United States:

“One per cent of the amount of the net estate not in excess of
$50,000;

“Two per cent of the amount by which the net estate exceeds
$50,000 and does not exceed $150,000 ;

“Three per cent of the amount by which the net estate exceeds
§150,000 and does not exceed $250,000;

“Four per cent of the amount by which the net estate exceeds

250,000 and does not exceed $450,000;

‘“ Bix per cent of the amount by which the net estate exceeds £450,000
and does not exceed $750,000;

“ Eight per cent of the amount by which the net estate
$750,000 and does not exeeed £1,000,000;

“Ten per cent of the amount by which the net estate
$1,000,000 and does not exceed $1,500,000;

" Twelve per cent of the amount by which the net estate
$1,500,000 and does not exceed $2,000,000;

“ Fourteen per cent of the amount by which the net estate
$2,000,000 and does not exceed $3,000,000;

“ Bixteen per cent of the amount by which the net estate
$3,000,000 and does not exceed $4,000,000;

“ Kighteen per cent of the amount by which the net estate
$4,000,000 and does not exceed $5,000,000;

“Twenty per cent of the amount by which the net estate
§5,000,000 and does not exceed $8,000,000;

“ Twenty-two per cent of the amount by which the net estate exceeds
$£8,000,000 and does not exceed $10,000,000; and

“ Twenty-five per cent of the amount by which the net estate exceeds
$10,000,000.”

(b) Bubdivision (a) of this section shall take effect as of June 2,
1924,

Sec. 301, (a) 8o much of paragraph (3) of subdivision (&) and of
paragraph (3) of subdivision (b) of section 303 of the revenue act of
1924 as reads as follows: * If the tax imposed by section 301, or any
estate, succession, legacy, or inheritance taxes, are either by the terms
of the will, by the law of the jurisdiction under which the estate is
administered, or by the law of the jurisdiction imposing the particular
tax payable in whole or in part out of the bequests, legacies, or devises
otherwise deductible under this paragraph, then the amount deductible
under this paragraph shall be the amount of such bequests, legacies, or
devises reduced by the amount of such taxes™ is repealed.

(b) Subdivision (a) of this section shall take effect as of June 2,
1924,

Sec. 302, (a) Section 319 of the revenue act of 1924 is amended
to read as follows:

* 8gc. 319. For the calendar year 1924 and each calendar year there-
after a tax equal to the sum of the following is hereby imposed upon
the transfer by a resident by gift during such calendar year of any
property wherever situated, whether made directly or indirectly, and
upon the transfer by a nonresident by gift during such calendar year
of any property sitvated within the United States, whether made
directly or indirectly :

“One per cent of the amount of the taxable gifts not in excess of
$50,000;

* Two per cent of the amount by which taxable gifts exceeds $50,000
and do not exceed $150,000;

“ Three per cent of the amount by which the taxable gifts exceed
$150,000 and do not exceed $250,000 ;

“ Four per cent of the amount by which the taxable gifts

250,000 and do not exceed $450,000;

“ Bix per cent of the smount by which the taxable gifts
$450,000 and do not exeeed $750,000;

" Kight per cent of the amount by which the taxable gifts
$750,000 and do not exceed $1,000,000;

“Ten per cent of the amount by which the taxable gifts
$1,000,000 and do not exceed $£1,500,000;

“ Twelve per cent of the amount by which the taxable gifts
$1,500,000 and do not exceed $2,000,000;

“ Fourteen per cent of the amount by which the taxable gifts
$2,000,000 and do not exceed $3,000,000;

‘ Bixteen per cent of the amount by which the taxable gifts
$3,000,000 and do aot exceed $4,000,000;

* Highteen per cent of the amount by which the taxable gifts
£4,000,000 and do not exceed $5,000,000;

“Twenty per cent of the amount by which the taxable gifts
$£5,000,060 and do not exceed $8,000,000;

“Twenty-two per cent o° the amount by which the taxable gifts
exceed $8,000,000 and do not exceed $10,000,000; and

“ Twenty-five per cent of the amount by which the taxable gifts
exceed $10,000,000.”

(b) Sobdivigion (a) of this section shall take effect as of June 2,
1924,

exceeds
exceeds
exceeds
exceeds
exceeds
exceeds

exceeds
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exceed
exceed
exceed
exceed
exceed
exceed
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8re, 303, Any tax that has heen pald under the provisions of Title
111 of the revenue act of 1024 prior to the enactment of this act in
excess of the tax imposed by such title as amended by this act shall
be regarded as an internal-revenue tax illegally assessed or collected.

The VICE PRESIDENT. On the question of agreeing to
the amendment of the Senator from Tennessee the yeas and
nays are demanded.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll.

Mr. FERRIS (when his name was called). I have a pair

with the Senator from Kansas [Mr. Curris]. I therefore
withhold my vote.
Mr. FLETCHER (when his name was called). Making the

same announcement as before as to my pair, I vote “ hay.”

AMr. HOWELL (when his name was called). I have a pair
with the senior Senafor from Kentucky [Mr. Erxst], and
therefore withhold my vote. If I were at liberty to vote, I
should vote * yea.”

Mr. McNARY (when his name was called). I have a pair
with the Senator from Maryland [Mr. Bruce], and therefore
can not vote. If at liberty to vote I should vote “ yea,” and
if the Senator from Maryland were present he would vote
W ua},.'l

Mr. NEELY (when his name was called). On this gnestion
I am paired with the senior Senator from New York [Mr. WADps-
worrs], I am informed that if he were present he would
vote “nay.” If I were at liberty to vote, I should vote * yea."”

Mr. PEPPER (when his name was called), I have a pair
with the junior Senator from New Mexico [Mr. Drarros].
Not knowing how he would vote, I withhold my vote. If at
liberty to vote, I should vote “ nay.”

Mr. REED of Pennsylvania (when his name was called).
Has the senior Senator from Delaware [Mr. Bavarn] voted?

The VICE PRESIDENT. He has not.

AMr. REED of Pennsylvania. I am informed that that Sena-
tor, with whom I am paired, would, if present, vote the same
way that I am going to vote. Therefore I vote “ nay."

The roll call was concluded.

Mr. BLEASE. I have a pair with the Senator from Mis-
souri [Mr. Wirtiams], and withhold my vote.

Mr. SACKETT. I desire to announce that my colleague, the
senior Senator from Kentucky [Mr. Erxst] is unavoidably
absent. If he were present, he would vote “nay."

Mr. NORRIS. I desire to announce the unavoidable absence
of the Senator from Iowa [Mr. Brooxuart], who is paired
with the junior Senator from Arkansas [Mr. Carawayl.

I desire also to announce the unavoidable absence of the
Senator from California [AMr. Jounson], who is paired with
the senior Senator from Arkansas [Mr. Ropixsox].

Mr. JONES of Washington, I desire to announce the fol-
lowing general pairs:

The Senator from Connecticut [Mr. Bixemam] with the
Senator from Nevada [Mr, Prrracan];

The Senator from Illinois [Mr. McKiyrtey] with the Sen
ator from Virginia [Mr. SwaAxsox]; and

The Senator from Colorado [Mr. Meaxs] with the Senator
from Texas [Mr, MayrFIELD].

I also desire to announce the unavoidable absence of the
Senator from Minnesota [Mr. ScHALL].

I also desire to announce the unavoidable absence of the
Senator from Kansas [Mr. Curtis], on account of illness. Ile
is paired with the Senator from Michigan [Mr. Ferris].

The result was announced—yeas 13, nays 47, as follows:

YEAS—13
Ashurat King Reed, Mo, Wheeler
Dill Lenroot Sheppard
Harris McKellar Bhipstead
Jones, Wash., McMaster Tyson

NAYS—4T
Broussard George Mosea Shortridge
Butler Gillett Norbeck Simmons
Eametou E}:&m ﬁorrlﬂ gglthi

apper 3 ye 00
Copeland Hale Oddie Stanfield
Cummins Harreld Overman Trammell
Deneen Harrison Phipps ‘Walsh
Edge Heflin Pine Warren
Edwards Kendrick Ransdell Watson
Fess La Follette Reed, Pa. Weller
Fletcher McLean Robinson, Ind. Willis
Frazier Metealf Backett
NOT VOTING—38

Bayard Curtis Howell Pepper
Bingham ale Johnson Pittman
Blease du Pont Jones, N. Mex, Robinson, Ark,
Borah Ernst eyes Schall
Bratton Fernald MecKinley Stephens -
Brookhart Ferris cNa Swanson
Bruce Gerr Mayfield Underwood
Caraway G Means Wadsworth
Couzens Greene Neely Williams
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So Mr. McEKerran's amendment to the amendment of the
committee was rejected.

The VICE PRESIDENT.
committee amendment,

The amendment of the committee was agreed to.

Mr. SMITH. Mr. President, I send to the desk two amend-
ments that are necessary, in view of the amendment that I
offered and that was adopted, making the limitation on the
Government two years. These amendments are necessary to
m;tke the refund for two years, so as to correspond with the
other,

Mr. REED of Pennsylvania. Mr. President, I hope these
amendments will be adopted. They are merely companion
amendments to the one on which the Senate voted on the motion
of the Senator from South Carolina. They simply make the
two limitations the same.

Mr. SMOOT. They are necessary to make it complete.

The VICE PRESIDENT. The amendments will be stated.

The Cuier CrErk. On page 163, it is proposed to strike out
lines 8 to 17, both inclusive, and to insert:

Except as provided in subdivisions (¢), (d), (e), and (g) of this
section—

(1) No such credit or refund shall be allowed or made afler two
years from the time the tax was paid in the case of a tax Imposcd
by this act, nor after four years from the time the tax was pald
in the case of a tax imposed by any prior act, unless before the expira-
tion of such perfod a claim therefor is filed by the taxpayer; and

(2) The smount of the credit or refund shall not exceed the por-
tion of the tux paid during the two or four years, respectively, imme-
diately preceding the filing of the claim, or if no claim was filed, then
during the two or four years, respectively, immediately preceding the
allowance of the ecredit or refund.

And on page 165, line 22, it is proposed to strike out “ paid”
and to insert in lieu thereof:

paid, or, in the case of a tax imposed by this act, within two years
affer the tax was paid.

The question is on agreeing to the

The amendments were agreed to.

Mr. REED of Pennsylvania. Mr. President, I send to the
desk a formal amendment, which I ask to have stated.

The VICE PRESIDENT. The amendment will be stated.

The CHieF CrLerx. On page 325, line 3, after the word
“annum,” it is proposed to insert a comma and the following:

payable out of any appropriation available for the payment of ex-
penses of assessing and collecting the internal-revenune tazes.

Mr. REED of Pennsylvania, Mr, President, the necessity for
this amendment arises out of the decision of the Comptroller
General, who has notified us that as the bill now stands there
is no appropriation from which the salary of the general
counsel can be paid. He suggests this amendment in order to
make it clear that this is to be paid out of the appropriation
for collecting the internal revenue.

The amendment was agreed to.

Mr., HARRISON. Mr. President, I offer an amendment,
which I ask to have stated.

The VICE PRESIDENT.  The amendment will be stated.

The Cuier CLErx. Under the subhead " Schedule A.—Stamp
taxes,” on page 253, beginning with line 22, it is proposed to
strike out through line 10 on page 254, in the following words:

2. Capital stock, issue: On each original issue, whether on organi-
zation or reorganization, of certificates of stock, or of profits, or of
interest in property or aceumulations, by any corporation, on each
$100 of face value or fraction thereof, 5 cents: Provided, That where
a certificate 18 issued without face value, the tax shall be 5 cents per
share, unless the actual value is in excess of $100 per share, Iin
which case the tax shall be 5 cents on each $100 of actual value or
friction thereof, or unless the actual value Is less than $100 per
share, in which case the tax shall be 1 cent on each $20 of actual
value, or fraction thereof.

The stamps representing the tax imposed by this subdivision shall
be attached to the stock books and uot to the certificates issued.

Mr. HARRISON. Mr. President, some days ago we in-
creased the corporation tax from 12% per cent to 1315 per
cent, thereby, upon the estimate of the Actuary of the Treas-
ury, making it possible to derive something under $200,000,000
more next year than we have been receiving from the corpora-
tien tax.

This amendment proposes to strike out the stamp tax on
capital-stock issues, We get about $10,000,000 a year from
that item. This is only on the original capital-stock issue.
I have not offered any amendment that will apply to transfers
of stocks generally, but have confined the proposition fto taking
off the stamp tax on the original capital-stock issue. It seems
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to me It is a nulsance tax; it ought to be repealed, and I hope
the amendment will be adopted.

Mr. SMOOT. Mr. President, there are a number of these
taxes that I should like to see repealed, but I do ask the Senate
to make no more reductions, We can not stand taking $10,000,-
(00 off these capital-stock issues. The tax is on the original
issue, as the Senator says. On the transfers there are taxes
of some twelve or fourteen million dollars more, but the Sen-
ator's amendment does not cover that. It is just the original
issue; but we will lose at least $10,000,000, and I do not see
how we can possibly spare it.

Mr. MOSES. Mr. President, may I say to the Senator from
Utah that with the total revenue running to more than two
billions of dollars, $10,000,000 is not a great proportion. May
I ask him about the history of taxes of this kind? They have
always been imposed in time of war and always have been
taken off when peace returned ; have they not?

Mr, SMOOT. Alr, President, I was rather struck with the
statement made here to-day that the war is over. As far as
finances go, the effects of the war are almost as bad as the
war, We do not want now to begin to pay ont more for the
expense of maintaining the Government than we are collecting ;
and the war debt ought to be paid.

Mr. MOSES. The Senator entirely misinterpreted the debate
this morning. It was not with reference to the finances of the
war; it was with reference to the politics of the war; and the
fact that the Senator from Washington [Mr. Diri] and tha
Senator from Virginia [Mr. Swaxson] differed as to the poli-
ties of the war has nothing to do with the financing of the war.

Mr. SMOOT. I hope the amendment will be rejected.

Mr. WILLIS. Mr. President, I desire to ask a question of
the Senator from Utah. I understood the Senator from Mis-
sissippi a few moments ago to state that because of the change
already made in the law touching the taxation of corporations,
there had been an increase in the burden on corporations of
$200,000,000 a year, Is that the fact?

Mr. SMOOT. Oh, no!

Mr. WILLIS, I so understood the Senator from Mississippi.

Mr. SMOOT. No; the Senator from Mississippi did not
make that statement.

Mr. WILLIS. Perhaps I misunderstood the Senator. I
understood him a moment ago to state that as a result of the
abolishment of the capitalstock tax and the increase in the
income tax of corporations, the burden on corporations haid
been increased $200,000,000.

Mr. HARRISON. The estimate of the Actuary of the Treas-
ury, as I recall—I have not the figures here—was that as a
result of the prosperity of corporations generally there would
be derived from this source, upon a 121% per cent tax, during
the coming year, $120,000,000 more than was derived last year.

Mr. WILLIS. I understood the Senator to say $200,000,000.

Mr. HARRISON. One hundred and twenty million dollars
more; and then the 1 per cent increase from 1214 per cent to
13% per cent, of course, produces around $83,000,000.

Mr., SMOOT. Mr. President, I think the Senator got those |

fizures somewhat mixed. It is not only the income of corpora-
tions, but the income from the bill itself, from personal
incomes, all sorts of incomes of individuals and ecorporations,
in which the actuary estimates that there is an inerease of
$118,000,000. We have that to take care of, and it is taken
care of in the estimates already given.

Mr. HARRISON. May I ask the Senator from Utah how
much the Government received last year from the corporation
tax?

Mr. WILLIS. While the Senator from Utah is looking for
that, T understood the Senator from Pennsylvania to make a
statement that as a result of this bill the burdens of the cor-
porations would be decreased $§8,000,000. Did he or did he
not make that statement?

Mr. REED of Pennsylvania. That is right. The repeal of
the capital-stock tax will save the corporation about §8,000,-
000 more than the 1 per cent increase in their income taxes
will cost them.

Mr. WILLIS.
tor to say.

Mr. SMOOT. The corporations get an advantage by this
bill over what they have under existing law of only $£8,000,000,

Mr. HARRISON. With the 1 per cent increase?

Mr. SMOOT. Yes.

Mr, HARRISON. The figures of the actuaries do not show
that.

Mr. SMOOT. The 1 per cent increase less the capital-stock
tax. This shows an advantage to the corporations of the coun-
try of only $8,000,000.

Mr. HARRISON. I will look back at the speech made by
the Senator the other day and bave some uestions to ask, as

That is exactly what I understood the Sena-
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soon as I can put my hand on it. It shows quite a different
state of affairs from that.

Mr. SMOOT. I do not think there is any question about it
at all. The Bepnator may have misunderstood me.

Mr. SMITH. I think I asked a question along that line the
other day, and my understanding was that the difference be-
tween what the corporations would have to pay with the capi-
tal-stock tax removed and what they would have t. piy with
the increase of 1 per cent would be in favor of the corpora-
tions in the sum of $8,000,000,

Mr. SMOOT. Eight million dollars.

Mr. SMITH. I think that was a statement made to me
the other day.

Mr, SMOOT. In other words, $86,000,000 and $64,000,000,
the difference being $8,000,000, representing the advantage the
corporations have under this bill if it is enacted into law.

Mr. KING, Mr. President, will my colleague yield?

Mr. SMOOT. I yield.

Mr, KING. I think the Senators who have been speaking
on this matter have failed to take into account what 1 con-
ceive to be an important factor in the equation, namely, if we
are to judge from the newspapers, and from the enormous
profits which are daily being reported by corporations, the
1314 per cent, or 124 per cent, will yield a very large amount
in excess of that which was collected for the preceding years.
No one can deny the prosperity of the corporations. No one
can deny the fact that their earnings for the next fiseal year,
or for the present calendar year, will be greatly in excess of
their earnings for the past calendar year or for the past fiscal
year.

Mr. REED of Pennsylvania. Mr, President, nobody knows
what they will be for the present calendar year. We started
in the year 1907 with business looking just as it does now,
and by the end of 1907 a lot of the corporations went into
bankruptey.

Mr., KING. I am assuming a continuance of present condi-
tions, and if we are permitted to have any judgment with re-
spect to industrial and economic conditions based upon past
experience, and based upon present conditions, and based upon
the determination—I do not say it by way of eriticism—of the
Republican Party to maintain these conditions in the face of
an approaching election, not only for political purposes, but
for economic reasons, I submit that no one ean challenge sue-
cessfully the statement that the earnings of the corporations
for this fiscal year and this calendar year will be in excess of
the earnings for the past fiscal.year and the past calendar
year.

Mr. MOSES. Mr. President, will the Senator permit me to
interject?
Mr. KING. I always know when the Senator from New

Hampshire wants to project something that a deadly missile
is to be thrown; so I am ready to receive it.

Mr. MOSES. Not at all; but I want to congratulate the
Senator for not criticizing the Republican Party for desiring
to continue prosperity in the country.

Mr, KING. We will discuss that a little later, at an appro-
| priate time, when we can analyze all the factors that are to
be considered in conneetion with the guestion.

It does seem to me that the position of the Elenator from
Mississippi is correct, and that we may anticipate a revenne
greater than that which my colleague has indieated, and
greater than that which has been indicated by the Secretary
of the Treasury in his annual report, and in the statement
which he made before the Ways and Means Committee, which
was a very clear statement, may I say.

Then there is another thing which I submit ghould be taken
into consideration when we are talking about balancing the
Budget. 1 submit that the Budget which has been presented
to us by the President of the United States contains recom-
mendations for appropriations in excess of the valid and legiti-
muate needs of the Government, and if Congress shall pare
them down as it should, and shall project a proper policy of
economy, we can save from a hundred to two hundred million
dollars, and reduce the expenses below those which have been
estimated by the Budget.

8o we can safely reduce the pending bill by $400,000,000
withont at all impairing the credit of the country or impinging
upon the proposition that the Budget must be balanced. It
will be balanced with a diminution in the revenue of $400,000,-
000 below that which was derived by the Government during
the past fiscal year.

Mr. SIMMONS. Mr. President, may I ask the Senator from
Utah a question? In the statement he made a little while ago
of the revenue derived from corporations was he referring
to the revenue derived upon the basis of the 1924 report?

Mr. SMOOT. Actual receipts for 1925.
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Mr. SIMMONS. The actual receipts for 19257

Mr. SMOOT. Yes. I will give the figures to the Senator as
I gave them the other day. The actual receipts from indi-
viduals and corporations for 1925 are $1,761,659,049.51. The
estimates for 1926 under the existing law are $1,880,000,000.
That shows a difference of $118,340,951. That applies to the
present law. The estimate of receipts under the bill as it
passed the House was $1,685,425,000. That shows a loss of
$76,234,000, according to an estimate of the receipts under the
bill as it passed the House as compared with the actual receipts
for 1925.

Mr. SIMMONS. What is the estimate of the receipts under
the Senate committee bill as to the corporations?

Mr. SMOOT. A difference of just $8,000,000.

Mr. HARRISON. Let me see if I understand the Senator.
What was the amount we received in 1925 from the corpora-
tion taxes?

Mr. SMOOT. The estimate of the income from corporations
for 1925 is $860,000,000.

Mr. HARRISON. What is the estimate for 1926?

Mr. SMOOT. That is for the business year of 1526. I have
the income generally for individuals and corporations for 1925.

Mr. HARRISON. I want the figures on corporations. I can
understand it better when I get just those fizures. I refer
now to a colloquy which ensued when this matter was up
before. I said:

There is a difference between $916,000,000 and $1,040,000,000 this
year of $124,000,000. In other words, if we eliminate the capital-
stock tax and keep 123 per cent corporation tax as it is to-day, we
eliminate the increased profits tax on corporations in the country during
the last year, and we will still have $124,000,000 excess, or approxi-
mately that.

Those were the figures. Following that the Senator took
jssue with me in some respects, and this is what transpired:

Mr, HarrisoN. I can say to the Senator from Minnesota that in my
opinion AMr. McCoy is about the most efficient man in the whole Govern-
ment service,

Mr. McCoy said further that while we will bave $124,000,000 elimi-
nated by the proposition which the Senator from Utah wants to bring
in, yet, if we increase the corporation tax from 1234 per cent to 133§
per cent, we will have $85,000,000 more.

Mr. Symoor, It would be $86,000,000 instead of $85,000,000.

Mr., HargisoN. In other words, we will have $124,000,000 and
§86,000,000, or $210,000,000 increase by this corporation tax, and we
are eliminating $93,000,000 of capital-stock tax,

Mr. Smoor. And we are reducing altogether by $3350,000,000.

In ofther words, what I stated there was accepfed as true,
and the Senator then asserfed the other.

Mr. SMOOT. If the Benator will go further, he will find
that I called attention to the figures which I have just quoted.
The estimate under this bill is $1,685,425,000 for all incomes.
The estimate under the present law was §1,880,000,000.

Mr. HARRISON. The Senator is talking about personal
incomes and every other kind of income, and I am trying to
keep the discussion on corporations.

Mr. SMOOT. It is $8,000,000; that is all.

Mr. HARRISON. So the Senator contends that notwith-
standing the apparent prosperity among the corporations, say,
after the elimination of the capital-stock tax and the increase
of the corporation tax from 121 to 1314 per cent, we will
receive only $8,000,000 more the coming year than we received
last year?

Mr. SMOOT. That Is my opinion, and I do nof think that
is apparent prosperity either.

Mr. HARRISON. Is that based on the figures of Mr. McCoy?

Mr. SMOOT. Yes; the figures of Mr. McCoy. I have no
doubt about it, and if Mr. McCoy is here the Senator can go
and ask him about it.

Mr. HARRISON. By the elimination of the eapital-stock
tax——

Mr. SMOOT. Did I say $8,000,000 more?

Mr, HARRISON. Yes; $8,000,000 more.

Mr. SMOOT. There will be a saving to the corporations of
$8,000,000, taking the $1 a thousand off and then adding the
1 per cent on the profits. In the transfer there is an advantage
to the corporations of $8,000,000.

Mr. SHEPPARD. And a corresponding loss to the Govern-
ment.

Mr. SMOOT. Taking off the $§1 a thousand on the capital
stock of corporations, leaves $93,000,000, or in round figures
$04,000,000, and in round figures the 1 per cent increase on
$840,000,000, as the Senator can see, is $84,000,000. That is to
be increased to $86,000,000; and taking that from the
$04,00,000, makes the $8,000,000 difference,
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Mr. HARRISON. The Senator is evidently taking into con-
sideration what has transpired in the past, without respect to
the present condition among corporations.

Mr. SMOOT. No; I am taking into consideration the esti-
mate for 1926 given to us by Mr. McCoy.

Mr. HARRISON. I submit that this stamp tax, which is a
war tax, as stated by the distingmished Senator from New
Hampshire, should be repealed. It amounts to something
between $8,000,000 and $10,000,000, and I have made it apply
to the original issues and not to promiscuouns issues.

Mr. CAMERON. Mr. President, I do not think the amend-
ment of the Senator from Mississippi goes far enough. I think
it should go far enough to include the smaller mining com-
panies, and I shall offer an amendment to effect that.

Mr. SIMMONS. Mr, President, I want to say just a word.
I agree with the Senator from Mississippi that the income we
will get from corporations, based on this year's earnings, will
be from 15 to 20 per cent more than we received last year.
That will amount to a very considerable increase in the
revenues of the Government. We ought to take that into con-
sideration in connection with any proposition to reduce the tax
on corporations.

In the revenue bill now pending and in every revenue bill
that we have passed since the war corporations have had a
raw deal. The tax which we imposed upon them during the
war was an exceedingly high tax. It was a tax that nobody
had ever conceived of before that emergency arose. It was
1214 per cent plus a tax upon their capital stock, which made
it a tax of over 13 per cent upon the corporate earnings. Be-
sides that, of course, at one time they had the excess-profits
tax; but we repealed that as to corporations and we repealed
it also as to individuals. That is the only relief the corpora-
tions have ever had, but the individuals participated in the
same relief.

When we come to the era of reductions it was supposed that
in those reductions every class of taxpayers would be given
some consideration; that we would not reduce the taxes upon
one class and fail to reduce them upon another class. But so
far as corporations are concerned, we have never given them
any consideration at all The only two things in the whole
scheme of revenue taxation that we have not given relief are
the corporations and the tobacco people. Those taxes remain
practically as they were when we began the general scheme of
tax reduction.

In view of the fact that corporation earnings this year are
likely to be 15 or 20 per cent more than they were in 1925, in
view of the fact that we have not given them any reduction in
the bill, or, if any, only $8,000,000, according to the Senator
from Utah [Mr. Smoor], it seems to me that we might, as an
act of charity or mercy, if nothing else, relieve them of this
little $10,000,000 of tax upon their eapital issue.

Mr. SMOOT. I desire to say that the actuary has taken
all of those things into consideration with reference to the
increase in business, and it is just simply questioning the
wisdom of the actuary to do otherwise.

Mr. TRAMMELL. Mr. President, will the Senator yield for
a question as a matter of information?

Mr, SMOOT, Certainly.

Mr. TRAMMELL. Does the bill remove the revenue-stamp
provision, which requires stamps to be placed upon deeds and
documents of that character?

Mr. SMOOT. I think that provisicn went out. It was taken
out in the House.

The VICE PRESIDENT. The question Is on agreeing to
the amendment offered by the Senator from Mississippi [Mer,
Harrison]. i

Mr. HARRISON. I ask for the yeas and nays.

The yeag and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll.

Mr. FERRIS (when his name was called).
same announcement as before, I withhold my vote.

Mr. FLETCHER (when his name was called). Making the
same announcement as on the previous roll call, I withhold
my vote.

Mr. HOWELL (when his name was called). I have a pair
on this question with the senior Senator from Kentucky [Mr.
Fryst]. That Senator is absent, and I therefore withhold my
vote.

Mr. McNARY (when his name was called).
my pair as before, I withhold my vote.

Mr. NEELY (when his name was called). On this question,
I am paired with the senior Senator from New York [Mr.
WapswortH]. If he were present, I understand he would
vote “nay.” If I were at liberty to vote, I would vote “ yea.”

Mr. REED of Pennsylvania (when his name was called). I
have a general pair with the senior Senator from Delaware

Making the

Announeing
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[Mr. bu Poxt]. I transfer that pair to the junior Senator
from Idaho [Mr. Gooning] and vote “ nay.”

The roll eall was concluded.

Mr. PEPPER. On this gquestion I have a pair with the
junior Senator from New Mexico [Mr. Brarton]. I transfer
that pair to the junior Senator from Minnesota [Mr. ScHALL]
and vote “nay.”

Mr. BLEASH, I transfer my pair with the junior Senator
from Missouri [Mr. WirLiams] to the junior Senator from Mis-
gissippi [Mr. StepHEENS] and vofe * yea.”

Mr. NORRIS. I desire to announce that both the Senator
from Iowa [Mr. BrooxmArT] and the Senator from California
[Mr. Jomnson] are unavoidably absent. The Benator from
Towa [Mr, BrookHART] is paired with the junior Senator from
Arkansas [Mr. Cagaway]. The Senator from California [Mr.
[Jounson] is paired with the senior Senator from Arkansas
[Mr. RoBiNson].

Mr. JONES of Washington. I wish to announce that the
senior Senator from Kansas [Mr. Curtis] is necessarily absent
on account of illness. He is paired with the junior Senator
from Michigan [Mr. Fergis].

1 also wish to announce that the junior Senator from Min-
nesola [Mr. ScHALL] is absent on account of illness,

1 desire to announce the following general pairs:

The Senator from Maine [Mr. Fernarp] with the Senator
from New Mexico [Mr. JonNes];

The Senator from Colorado [Mr. Meaxs] with the Senator
from Texas [Mr. MAYFIELD] ;

The Senator from Connecticut [Mr. BixeHAM] with the
Senator from Nevada [Mr. Prrrman] ; and

The Senator from Illinois [Mr, McEKiNLEY] with the Senator
from Virginia [Mr. Swaxsox].

The result was announced—yeas 31, nays 32, as follows:

YEAS—31
Ashurst George McKellar Ransdell
Blease Gerry MeMaster Shipstead
Broussard Harris Moses Bimmons
Cameron Harrison Norbeck Smith
Copeland Heflin Norrls Tyson
mi King Nye Walsh
Edwards La Follette Oddie Wheeler
Frazier Lenroot Overman

NAYS—32
Butler (Glass Metealf Bheppard
Capper Goft Pepper Bhortridge
Couzens Hale Fhipps Smoot
Cummins Harreld Pine Trammell
Lieneen Jones. Wash, Reed, Mo. Warren
Edge Kendrick Reed, Pa Watson
Fess Keyes Robingon, Ind. Weller
Gillett McLean Backett Willis

NOT VOTING—33

Bayard du Pont Jones, N. Mex. Stanfleld
Bingham Ernst Mc¢Kinley Stephens
Borah Fernald McNary Swanson
Bratton Ferris Mayfield Underwood
Brookhart Fletcher Means Wadsworth
Bruce Gooding Neely Williams
Caraway Greene Pittman
Curtis Howell Robinson, Ark.
Dale Johnson Schall

So Mr. Harrison's amendment was rejected.

Mr. SHIPSTEAD. I send to the desk an amendment which
I ask may be read.

The VICE PRESIDENT. The amendment will be read.

The Cumier CrLErk. Insert at the proper place in the bill
the following:

Provided, however, That the homestead of an individual shall be
exempt from distraint and sale for internal-revenue taxes heretofore
or hereafter assessed to the same extent that such homestead is
exempt under the laws of the State where the same is sitvated.

SEcC. 2. That the personal property of an individual exempt from
gale under execution under a State law shall also be exempt from dis-
traint and sale for Internal-revenue taxes heretofore or hereafter
assessed ; the place of residence of the taxpayer at the time of assess-
ment shall determine the State law under which such exemption may
be claimed.

On page 272, line 16, strike out the words, * without change.”

Mr. SMOOT. Is the Senator going to explain the amend-
ment?

Mr. SHIPSTEAD. Yes. I send to the desk a letter which
T ask to have read, and which I think will explain the amend-
ment satisfactorily to the Senate. -

The VICE PRESIDENT. The Secretary will read as re-
quested.

The Chief Clerk read as follows:

DuLuTH, MINN,, December 21, 1923,
Ion: HENRIE SHIPSTEAD,
United States Renate, Washington, D, O,

My Dear Mg, SHipsTEAD: The Income Tax Department has ruoled

that the rights of a delinquent taxpayer in homestead property are sub-
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ject to dlstraint and sale to satisfy Federal income taxes. You will
find this ruling on page 172 of the Internal Revenue Bulletin II-1.

It I8 certainly unjust to the small-tax payer, who ca_ not afford to
fight through the Federal courts to test the above rule, to lose his
homestead because he made a mistake in an income-tax return and has
not sufficient money to make good.

I have such a case before me, and my client is in danger of losing
his homestead because in his 1918 return he made an error and has
gince lost his money, =0 that he can not pay the additional tax found
to be due. You doubtless see the injustice of such a ruling.

I have written similar letters to Senator JounsoN and Congressman
LARSEN,

With kindest regards, I remain,

Very truly, yours,
J. J. RoBiNsoN.

Mr. SHIPSTEAD. Mr. President, the Senator from North
Carolina [Mr. SimMmons], before we voted on the last amend-
ment, made a plea for mercy to the corporations. This is an
attempt to take care of an individual or individuals who have
no income at all. It is to protect a man's homestead from
being confiscated for a debt to the Government. The amend-
ment provides that the Federal Government shall exempt his
homestead from debt in the same amount that the State law,
wherever the individual may reside, exempts his home from
being confiscated for debt.

Mr. KING. Mr. President, will the Senator from Minnesota
permit an inguiry?

Mr SHIPSTEAD. Yes.

Mr. KING. Does the State law of Minnesota exempt the
homestead of any person from levies to pay the taxes imposed
by the State of Minnesota? Is not the homestead linable for
sale to pay taxes against it?

Mr. SHIPSTEAD. Yes; for a direct tax against the prop-
erty; but the State c¢f Minnesota does not permit the levying
of an attachment upon a homestead for any other kind of a
debt.

The VICE PRESIDENT. The question is on agreeing to the
amendment offered by the Senator from Minnesota.

Mr. SHIPSTEAD. 1 ask for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll.

Mr. FERRIS (when bis name was called). I have a pair
with the Senator from Kansas [Mr., Curris] and therefore
withhold my vote.

Mr. FLETCHER (when his name was called). Making the
same announcement as to my pair as before, I withhold my
vote.

Mr. HOWELL (when his name was called). I have a pair
with the senior Senator from Kentucky [Mr. Ernst] and there-
fore withhold my vote. If I were allowed to vote, I should
vote “ yea.”

Mr. McLEAN (when his name was ealled). I have a pair
with the junior Senator from Virginia [Mr. Grass]. In his
absence, I withhold my vote.

While on my feet, I desire to announce that my colleague,
the junior Senator from Connectient [Mr. Bixemam], is un-
avoidably detained from the Chamber. I desire that this
announcement shall stand for the day.

Mr. PEPPER (when his name was called). Making the
same announcement as before with respect to my pair and its
transfer, I vote “ nay."”

Mr. REED of Pennsylvania (when his name was called).
Making the same announcement as before relative to my pair
and its transfer, I vofe *“ nay."”

The roll call.was concluded.

Mr. JONES of Washington,
lowing pairs:

The junior Senator from Yowa [Mr. BRoOKHART] with tha
junior Senator from Arkansas [Mr. CARAWAY];

The senior Senator from California [Mr. Jomnsox] with the
senior Senator from Arkansas [Mr. RoBinsox];

The senior Senator from New York [Mr, Wapnswortu] with
the Senator from West Virginia [Mr. NEELY];

The Senator from Maine [Mr, Frrwarp] with the Senator
from New Mexico [Mr. Joxes];

The Senator from Colorado [Mr. Mrans] with the Senator
from Texuas [Mr. MAYFIELD] ;

The Senator from Connecticut [Mr. Bixcoaxm] with the Sen-
ator from Nevada [Mr. Prrrman] ; and

The Senator from Illinois [Mr. McKiNrLEY] with the Senator
from Virginia [Mr. Swaxson].

1 also desire to announce that the senior Senator from Kan-
gas [Mr. Currtis] and the junior Senator from Minnesota
[Mr. ScHALL] are detained from the Senate on account of
illness.

I desire to announce the fol-
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Mr. SIMMONS (after having voted in the negative). 1
have a general pair with the Senator from Oklahoma [Mr.
Harrern], who is absent. I transfer that pair to the Senator
from Alabama [Mr. UxpEewoon], and will let my vote stand.

Mr. BLEASE. I have a general pair with the Senator from
Missouri [Mr. Wictiams]. I understand that if present he
would vote the same as I intend to vote on this question, and
so I am at liberty to vote. I vote “ yea.”

The result was announced—yeas 24, nays 28, as follows:

YEAS—24

Ashurst Couzens La Follette Overman
Blease Edwards McEellar Kheppard
Broussard Frazier McMaster Shipstead
Cameron Gerry Norbeck Walsh
Capper Harris Norris Weller
Copeland Jones, Wash. Nye Wheeler

NAYS—28

Butler Keyes Pine Smith
Lieneen King Ransdell Smoot
Edge Metcalf Reed, Pa. Trammell

fess Moses Robinson, Ind, Tyson
Gillett Oddie Sackett Warren
Gof¥ Pepper Shortridge Watson
Hale Phipps Simmons Willis

NOT VOTING—#4

Bayard du Pont Hefiin Neely
Bingham Ernst Howell Iittman
Borah Fernald Johnson Reed, Mo.
Bratton Ferris Jones, N. Mex, Itobinson, Ark.
Brookhart Fleteher Kendrick Schall
Bruoce George Lenroot Stanfield
Caraway (Glass MeKinley Stephens
Cummins Gooding McLean Swanson
Curtis (ireene MeNar, Underwood
Dale Harreld Mayfield Wadsworth
Dill Harrison Means Williams

8o Mr. SuresTeEAD'S amendment was rejected.

Mr. NORRIS. Mr. President, the other day in discussing a
motion which was then pending before the Senate, I read sev-
eral extracts from an affidavit by Mr. Hickey, an attorney
here in Washington. In the affidavit was a statement in
regard to Mr. Meekins being an attorney for the Alien Prop-
erty Custodian and at the same time an attorney for a chemi-
cal company. In the letter which I am going to ask the Secre-
tary to read the statement is made that I made the statement.
Of course, I claim no knowledge of it. I read from the affi-
davit. I have a letter from Judge Meeking which is self-
explanatory, and which, in fairness to him, I desire to have
read at the desk.

The VICE PRESIDENT. The Secretary will read as re-
quested.

The Chief Clerk read as follows:

WasHINGTON, D, C,, February 12, 1926,
Hon. GeorGe W. NORRIS,
United States Senuate, Washington, D. C.

My Dear Sexator Nomris: I am passing through Washington on my
way home from New York, where I have been holding the Federal
court there, My attention has been called to your speech in the
Senate on Monday, February 8, 1826, in which you were under the
impression—and so stated on the floor of the Benate—that while I
wias general counsél of the Alien Property Custodian I accepted em-
ployment from clients who had tax matters pending before the Bureau
of Internal Revenue, and that therefore I was practicing before the
departments while an officer of the Government. This is in substance
your remarks on the occasion mentioned.

I can not fail to believe that you are fair and would not wish to
intentionally do anyone an injustice. Your remarks on the ocecasion
mentioned have formed the basls of a very scathing editorial in one of
the North Carolina papers concerning me, and, being United States
Judge of the eastern district of North Carolina, it does not appear to
me to be seemly to engage in a newspaper controversy, and I therefore
appral to you with the request that you read this letter into the
Recorp of the Senate.

I was not general counsel of the Alien Property Custodian at the
time T represented the taxpayer before the Bureau of Internal Revenue.
I qualified as general counsel of the Alien Property Custodian in April,
1021, and resigned my position en December 31, 1921—and my resig-
nation is on file at the department—serving some eight or nine months,
After I resigned I went to New York, and some time after I had been
in New York I was employed by the firm of Gifford, Hobbs & Beard,
aftorneys at law, 60 Broadway, and Lawrence A, Baker, attorney at
law, Washington, D. C., to appear with them in the Roessler & Haass-
lacher Chemlical Co. (New York) tax matter of a consolidated return
filed by that company with the Dureau of Internal Revenue.

You will see, therefore, that the statement that I was general
counsel of the Alien Property Custodian at the time I had the private
employment 18 & mistake,
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I shall very greatly appreciate it if you will read this letter Into
the Rrecorp.
With high eonsideration and best wishes, I am,
Bincerely yours,
I. M, MERRINS,
United States District Judge,
Bastern District of North Carolina.

Mr. NORRIS obtained the floor.

Mr, SIMMONS. Mr. President

The PRESIDENT pro tempore. Does the Senator from
Nebraska yield to the Senator from North Carolina?

Mr. NORRIS, I do.

Mr. SIMMONS. I was not in the Chamber last Monday
when the Senator from Nebraska read the article referred to
in Judge Meekins's letter. I differ in politics from Judge
Meekins, but he has been a prominent man both in his profes-
sion and as a political leader in my State for many years.
He is an able and gifted man. In 1924 he was the candidate
of the Republican Party for Governor of North Carolina. He
made an extensive campaign throughout the State. I have
never heard, in connection with his political career or his pro-
fessional career, anything that was derogatory to his character.
He has always maintained in North Carolina a very high char-
acter. When his nomination was presented to the Senate I
heartily acquiesced in his confirmation. Since he has been
upon the United States district bench in Nerth Carolina my
information, gathered from various members of the bar with
whom I have talked, not only those of his own party but also
those of the opposing political party, is that Judge Meeking
has given very great satisfaction as a judge.

I desired at this time to say this in his behalf.

Mr. OVERMAN subsequently said: Mr. President, for fear
that my silence might be misunderstood, I desire to say that
I indorse in the main what my colleague [Mr. Siaamons] said
in regard to Judge Meekins. I desire to say that Judge
Meekins's name was before the Committee on the Judiciary,
of which I am a member, and rarely have there been more
and better indorsements made of any man, both by Republicans
and Democrats, and especially by the lawyers of North Car-
olina. The commitiee reported favorably on his nomination,
and I voted cheerfully for his confirmation. There was no
objection and no profest at-all filed against him. I am glad to
say this in his behalf. /

Mr. NORRIS. Mr. President, I was very glad to yield to
the Senator from North Carolina [Mr. Simymoxs] for the pur-
pose of making this statement. As I stated before, I had no
personal knowledge of the matter, but read the affidavit of a
former employee of the burean, I judge from Judge Meekins's
letter that Mr. Hickey, who made the affidavit, was mistaken
as to the dates, and it perhaps resulted in an injustice to Judge
Meekins. I assure the Senate that if an injustice has been
done I am very glad, indeed, to rectify it by giving as full pub-
licity as I can to the letter,

Now, Mr. President, I send to the desk an amendment, which
I ask to have read. I desire briefly to explain it, and then I
shall be ready to have a vote taken.

The PRESIDENT pro tempore.
stated.

The Cuoier CrErx. On page 302, line 24, after the word
“return,” it is proposed to strike out the semicolon and to add:
except in protesting to Congress against violations of law or estab-
lished departmental procedure.

Mr. NORRIS. Mr. President, if Senators will give me their
attention, I can very easily explain the real purpose of this
amendment,

It amends the bill where it makes it unlawful for anyone
connected with the department to give out any information
with regard fo these returns. It therefore amends the Iaw
providing for secrecy, and makes an exception, as the amend-
ment just read clearly shows, and gives to any employee of the
burean the right to make a protest to Members of Congress.
That is the substance of it.

Personally, I have, as all Senators know, favored full pub-
licity of income-tax returns; and we debated that matter for
several days. The amendment I offered was defeated, and
secrecy remains, and the law provides a penalty for any em-
ployee who gives out information. He is not allowed even to
give information to Members of Congress, or to make a protest
if he thinks a protest ought to be made.

I wish to say to the Senate thaf this amendment was not
prepared by me. It was prepared by employees of the In-
ternal Revenue Bureau, and was sent to me with a request
that I offer it as an amendment. Men employed there have
become so much interested in the maftter, and have been so

The amendment will be
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much attracted by the debate that is going on here, that they
* felt it their duty to send up this memorandum and see whether
Congress would not approve it, thus giving them the right to
speak. :

Their lips at present are closed. No one realizes that more
fully than I have when I have been trying to talk with them
and get evidence. I have talked with some of them, but with
the exception of one I have not been able to find anyone who
is willing that his name should be used; and I did not want to
use information that dld not come from a source where I
could use the name. With the exception of the affidavit of Mr.
Hickey, I have not used names; but I have been told various
things, sometimes directly and sometimes by word that has
been sent to me, of secret transactions that are going on, the
nature of which is something like what has been disclosed by
the so-called Couzens committee in thelr investigations.

I know one man, for instance, who Is now out of the service
and is practicing before the Internal Revenue Bureau, who
has made definite statements of his own experience, and who
probably would tell anyone confidentially now what he thinks.
He is out of the service, and left principally for the reason
that he could not stand being there and keeping his mouth
closed as to what was going on around him; but he is prac-
ticing before that department. He would be unwilling to
testify, and was unwilling that I should use his name, or
quote any statement that he had made.

Mr. President, even though the Senate has decided by quite
a large majority that we ars going to maintain secrecy there,
I can not see why we should carry it so far that employees of
that bureau, even though they ghould see all kinds of irregu-
larities going on, can not even come and tell a Member of the
Senate of the United States without subjecting themselves to
eriminal proseeuntion.

It seems to me that this amendment ought to be agreed to.

Mr. REED of Pennsylvania. Mr. President, I simply desire
to call the attention of the Senate to the fact that the joint
congressional committee which has already been authorized
by the action of the Senate in approving the provisions on
page 330 has power to investigate any and every return, to go
into every aundit and paper in the bureau, to question any em-
ployee, to get any information it pleases; and that joint con-
gressional committee is required to be constituted of Senators
and Representatives of different parties. It will have all the
power that the so-called Couzens committee had, and if it
does not do its duty the Senate or the House of Representatives
can call it to account; and if it does do its duty, there is no
necessity for the amendment now proposed.

‘Mr. COUZENS. Mr. President, I should like to ask the
Senator, before he takes his seat, if he construes section 1203
as giving authority to any employee to report to members of
that ecommittee these cases to which the Senator from Nebraska
refers?

Mr. REED of Pennsylvania. I should suppose there was no
doubt but that any employee eould go to any member of that
committee and say, * There is an irregularity in such a case
for such a year.” That committee wonld promptly send for
the whole record, or, better than that, send its own officers and
inspectors into the bureau.

Mr. COUZENS. Would the Senator be willing to amend see-
tion 1203 so as to give the employees permission to report to
this ecommittee?

Mr. REED of Pennsylvania. I do not think it is necessary.

Mr. COUZENS. I thought perhaps that would satisfy the
Senator from Nebraska and obviate the necessity of offering
the amendment to which he refers.

Mr. REED of Pennsylvania. What we want to get away
from, of course, is the idea that all the employees of the
burean can come up here in secrecy and tell tales to us, any
committee of us, and work out their spite against thelr superiors.
We all know how much danger there ig of that. We all know
how employees from every department of the Government try
to get even by running up here fo the Senate. A lot of the
cards that come in to us from the lobby come from just such
people, and we are on our guard against them. Somehow the
case seems worse when a fraud on the Government is hinted
at, and we go after it with redoubled fervor.

We do not want to start a system of talebearing that will
merely work out private grudges. We have given the com-
mittee ample power. It is clearly within any employee’s right
to say, “There is an irregularity in such and such a case.”
It onght not to be within his right to come up here and pour
out all the secrets of his bureau merely because the man to
whom he is talking is a member of the committee.

Mr. COUZENS. Mr. President, if section 1203 permitted
these employees to report these cases to the committee—I do
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not care whether if is reduced to writing or not; I.think per-
haps that is better—that would cover the matter. One of the
difficulties we experienced was that the employees, under the
penalties referred to by the Senator from Nebraska, were
afraid: and it would have been a very much easier matter for
us to have proceeded, we could have saved many thousands of
dollars, and we would have made better progress and would
have done a better job if the employees had felt free to report
these cases to us. Our experience was that some of them did,
and some of them were punished by being discharged; others
gave us anonymous notes; others stopped our employees in the
hall and whispered in their ears; others dropped notes on the
desks of our staff which enabled us to have a clue as to where
to go for our information.

I do not like that sort of thing. It seems to me that a pro-
vision could be written into section 1203 to cover the very
point the Senator from Nebraska makes, that any employee
within the department has a right in writing to serve notice
on this committee of what constitutes or what he thinks to
be an irregularity. It seems to me that would simplify the
matter, and it would stop all that the Senator from Penn-
sylvania is talking about, with which I am in entire sympa-
thy, and yet would not block the committee in getting things
that it really ought to have.

Mr, NORRIS. Mr, President, the Senator from Pennsyl-
vania says that the committee provided for in the bill now
pending before us, the joint committee of Senators and Rep-
resentatives, will be sufficient to correct any evils of this kind
that may have existed in the past. Of course, all of the evils
that 1 am ftrying to correct are the evils of secrecy, the evils
of secret government. No matter what may be going on it is
the duty of every employee to keep still, and he violates the
law and becomes a criminal when he tells about it.

It is true that in this bill provision is made for a standing
committee. As a matter of fact it will be composed of men
who are, I think, entirely without exception opposed to pub-
licity of any of the doings down there in the bureaun. This
bill provides that where they get any information of any kind,
or consider anything, it must be considered in executive ses-
sion. In other words, the committee itself is shrouded with a
cloak of secrecy as to all the investigations it may ma’e, and
will not be allowed to disclose what it finds, no matter what
it may be. 8o the secrecy is still there; and, knowing that
the members of the committee are opposed to publicity of any-
thing that is going on down there in the bureau, I doubt very
much whether an employee would feel inclined to go to that
kind of a committee and open his heart and tell it something
that he claims to be wrong, irregular, or even criminal, He
would rather go to his Senator or his Representative, with
whom he was perhaps personally acqnainted, or with whom
he could talk confidentially without being frightened and with-
out any fear of losing his position if this amendment should
be agreed to. He would not be in that situation if it should
not be agreed to. :

I sympathize with what the Senator from Pennsylvania has
said, that we would open ourselves to being discommoded some-
times by some one having a personal grudge to injure some-
body else—his superior, the Senator says. That is true of
every other department, every other bureau of the Government
now, and often that occurs. A Senator soon finds out, when he
has had any experience, when he is dealing with that kind of
a case. Before he talks five minutes, before he talks two
minutes with some one coming and making a complaint, he
has a pretty good idea, practically at once, whether the person
is moved by some motive of spite or grudge, or whether he has
a real complaint.

That does annoy us sometimes, and yet are we willing to
clothe the balance of the Government in secrecy, in order to
prevent Senators from oceasionally being annoyed by some one
who has a personal grudge? I do not know how to let the real,
patriotic employee, who desires te disclose something wrong
in a bureau to a Member of the legisiative body, do it, unless
we may permit also the man who may have a grudge. It is
an annoyance that comes to us from our office. If we think
it Is too great, there will be no difficulty, if we resign and go
home, in finding somebody willing to take our places and bear
that burden. It is an inconvenience sometimes, but I do not
know of any way to avoid it, and why should we make an
exception? Why should we say that shall apply to the War
Department, to the Post Office Department, to all other bureaus,
but shall not apply to the Bureau of Internal Revenue? It
will not be any worse in one place than in another, and if
we are going to keep such things secret in the Burean of
Internal Revenue, and make it eriminal for anyone to come
to a Member of the Senate and tell him of something wrong
there, then, if we are consistent, we will extend that cloak of
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secrecy to take In the entlre Government ‘service, so that any
employee, when he sees a Senator, will have to get on the other
gide of the street for fear it might be said he was trying to
tell the Senator something wrong, and therefore lay himself
open, not only to punishment for committing a criminal act,
but run a chance of losing his position.

1 am just as anxious as everybody to hurry this along, and
I shall not call for a yea-and-nay vote, but I want a division.
If Senators are ready, I am willing, if nobody else cares to
have a yea-and-nay vote, to have a division on this.

Mr. SIMMONS. Mr. President, does the Senator think his
exception here would permit a man to have interviews with
Members of Congress, or does he think it wonld be confined
to petitions to Congress? It reads, “ Except in protesting to
Congress against violations of law.” Would that apply when
a man files a petition in the nature of a protest, or would it
mean that he might go and single out a Congressman and tell
him about the violation in private?

Mr. NORRIS. The suggestion is just made to me that
probably it ought to be amended so that it would read like this:

Except in protesting to Members of Congress,

While I did not draw this, I have talked with those who
did.

The PRESIDENT pro tempore.
modify his amendment?

Mr. NORRIS. In just a moment. My idea in using the
word “protest” was to get away from the very idea which
the Senator from Pennsylvania has proposed. I will modify it
so that it will read “ protesting to Congress or Members of
Congress."”

Mr. EDGE. Let the amendment be stated as modified.

The PRESIDENT pro tempore. The amendment will be
reported by the clerk for the information of the Senate.

The Cuier CLERg. On page 302, line 24, after the word
“yeturn,” insert “except protesting to Congress or to Mem-
bers of Congress against violations of law or established de-
partmental procedure.”

The PRESIDENT pro tempore. The question is upon agree-
ing to the amendment proposed by the Senator from Nebraska
as modified, and on this question a division has been asked.

On a division, the amendment was rejected.

Mr. CAMERON. Mr. President, I offer the following amend-
ment. _

The PRESIDENT pro tempore.
amendment.

The CHier CLERK. On page 254, beginning with line 11, to
strike out down through line 8, on page 256 in other words, on
page 254, under the subtitle “capital stock,” strike out lines
11 to 25, both inclusive, all of page 235, and down to and
including line 8 on page 256.

Mr. CAMERON. Mr. President, small mine operators in the
western metal-mining States have found the stamnp tax to be
nnjust and oppressive, particularly in the case of small com-
panies organized for the purpose of securing capital for pioneer
development and the creation of new enterprises out of promis-
ing prospects. As the result of the discussions concerning
this matter at the twenty-seventh annual convention of the
American Mining Congress, held at Sacramento, Calif,, Septem-
ber 20 to October 4, 1924, the following resolution, urging
repeal of this tax, was approved by the fourth annual confer-
ence on mine taxation and unanimously adopted by the dele-
gates assembled in the convention:

Whereas the stamp tax on stock of any par value is now computed
on such par value, and is therefore the same on the speculative shares
of a development company as on the shares of the richest corporation
whose surplus may be several times its capital, while as to no par
value shares the stamp tax is computed on the actual value, but is so
adjusted as to be grossly unfair and oppressive on no par value shares
of small actual value which in some cases are thus taxed ome hundred
times as much for transfer as par value shares worth many times thelr
par value; and

Whereas-the stamp tax is a special tribute exacted from stockholders
of corporations, justified only by the existence at the time of similar
taxes, which were repealed at the last session of Congress, and the
stamp tax should also be repealed: It is therefore

Resolved, That the law fixing a stamp tax on stock certificates should
be immediately repealed.

The foregoing resolution clearly defines the issue. It is be-
coming more and more difficult for the small prospector and
mine owner to obtain capital with which to carry on the ex-
ploration and development work that in the past has been
responsible for the growth and maintenance of the several

Is the Senator seeking to

The clerk will report the
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branches of the American mining industry. The opportunities
for obtaining ecapital with which to ploneer in an undeveloped
or unproven area through the usual methods and channels of
finance are necessarily limited, and only by securing needed
capital in small amounts from persons who were willing to
speculate has it been possible for the pioneers of the mining
industry to-create independent enterprisés and avoid bowing
to monopoly.

The manner in which small mining enterprises are in effect
penalized by the stamp tax is ably illustrated in the following
statement of Mr. M. D. Leehey, of Seattle, Wash., made at the
twenty-seventh annual convention of the American Mining
Congress. Ie said:

The stamp tax on stock certificates is stll in force, although it has
been repealed as to bank drafts, notes, telegrams, beverages, ete. And
that stamp tax I8 just the same on the speculatlve par value shares
of the small mining company as on shares of the richest bank in
Ameriea. I now refer to shares having par value, but the stamp tax
is still more oppressive on no-par value shares under the ruling of the
Internal Revenue Bureau., That ruling makes the issuance tax on no-
par value shares of the actual value of $£1 just twenty times as much,
and the transfer tax just one bundred times as much as on the par
value shares of the Ford Motor Co. or the United States Steel Corpo-
ration. TFor instance, the stamp tax on an issue of 100,000 shares of
the par value of $100,000 iz $50, regardiess of the actual value which
may be a million, while that tax on an issue of 100,000 no-par value
shares of the actual value of $100,000 is $1,000. The stamp tax on the
transfer of that same $100,000 par-value shares is $20, and on 100,000
no-par value shares of the actual value of §1 each, as represented by
the selling price, it is $2,000, or one hundred times larger.

We all know that a development company must issue small shares,
because it must attract capital on the hope of an increased value in its
ghares aiter a few years, rather than the promise of prompt dividends,
It s grossly unjust, therefore, to compel 8 mine development company
to pay the same stamp tax on its small shares of speculative value as
paid by the richest corporation in the United States, whose surplus
is many times Its capital,

I hope this amendment will be agreed fo.

Mr. REED of Pennsylvania. Mr. President, the amendment
which the Senator has proposed would cut out the transfer tax
on shares of stock. The letter he has just read seems to relate
to the 5 cents a hundred tax on the original issue of stock,
which is a totally different tax from that to which his amendment
is directed. The letter refers to the tax which the Senator from
Mississippi [Mr. Hagrisox] tried to have siricken ont of the bill.

Mr. CAMERON. I think the Senator is mistaken. My
amendment refers to the second paragraph on the page.

Mr. REED of Pennsylvania. I ask to have the amendment
stated.

The PRESIDENT pro tempore. The amendment will be
reported for the information of the Senate,

The Cuier CLERK. The amendment proposes to strike out on
page 254, lines 11 to 25, both inclusive, all of page 235, and lines
1 to 8, both inclusive, on page 236,

Mr. REED of Pennsylvania, As I understood the letter, it
related to the original issue of stock, on which the tax is 5
cents per hundred, and that the Senator will find provided for
on page 233, in line 22.

Mr. CAMERON. That is the provision to which the amend-
ment offered by the Senator from Misslssippl [Mr. HarrisoN]
related. i

Mr. REED of Pennsylvania, Exactly.

Mr. CAMERON. This refers to a different matter.

Mr. REED of Pennsylvania. If the Senator is right, and if
his amendment iz as he wishes it to be, it means a loss to the
United States of $12,800,000 a year; and in the list by States
showing the collections of that tax, the report of the Commis-
gioner of Internal Revenue shows nothing whatever coming
from the State of Arizona. I do not believe that can be the
tax about which the Senator is talking.

Mr. CAMERON. The Senator is evidently looking in the
wrong column in the report of the Commissioner of Internal
Revenue, which he holds in his hand, It is true that Arizona,
Arkansas, and other States and districts do not show any re-
turns in the column at which the Senator is looking. The rea-
son for that is that the column relates wholly to transfers on
stock exchanges or similar places and there are no such ex-
changes in Arizona and other States and distriets showing
blank in that column. In Arvizona and other States and dis-
tricts, which show blank in the column I refer to, capital stock
transfers of domestic corporations are reflected in the two col-
umns just preceding the one at which the Senator is looking,
I do not blame the Senator for being mistaken, as the heading
of the column at which he is looking is misleading.
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The PRESIDENT pro tempore. The question is on agree-
ing to the amendment offered by the Senator from Arizona.

The amendment was rejected.

Mr., JONES of Washington. I simply desire to give notice
that when the bill gets into the Senate I shall ask for a sepa-
rate vote on an amendment which I understand appears after
line 10 on page 334 of the bill. The amendment reads as fol-
lows:

8ee. —, The computation of invested ecapital for any taxable year
under the revenue act of 1017, the revenue act of 1918, and the reve-
nue act of 1921, in the case of a taxpayer whose books of account were
kept on the accrual basis, shall be considered as having been correctly
made, so far as relating to the inclusion in invested capital for such
year of income, war-profits, or excess-profits taxes for the preceding
year, if made in accordance with the regulations in force in respect of
such taxable year applicable to the relationship between invested capital
of one year and taxes for the preceding year.

I shall ask for a separate vote on the amendment and shall
offer a substitute in the nature of a general provision.

Mr. WILLIS. Mr, President, I offer the amendment which I
send to the desk.

The PRESIDENT pro tempore.
stated.

The PrixcirAL CLErk. On page 69, after line 2, insert the
following as an additional subsection to section 219:

(i) In determining the individual income-tax liability of the donor
or donors of a revocable trust there shall be permitted as a deduction
for the years 1919 to 1923, inclusive, losses affecting the corpus of the
trust, to the exient that such losses for such years exceed gains and
other income taxable to the trust as a separate entity, and any taxes
assessed against such donor or donors by reason of the exclusion of
such losses as a deduction, shall be abated, credited, or refunded, sub-
ject to the statutory period of limitations applicable thereto,

Such losses and gains ghall be computed and determined as though
the property deposited in trust had been at all times theretofore owned
by the donor or donors.

The benefits of thia section shall be extended only te such donors
who aflirmatively agree to permit assessment of tax against them indi-
vidually upon income from the excess of eapital gains over capital
losses of such trusts, similarly computed, for all such years 1919 to
1923, inclusive, regardless of the period of limitations otherwise pro-
vided by law for the assessment and collection of taxes.

Mr. SMOOT. Mr. President, I see no reason why the amend-
ment should not be agreed to.

Mr. WILLIS. I am perfectly agreeable if the Senator is
willing to accept it. This is an amendment I have discussed
with the Senator from Utah and with members of the com-
mittee, as well as with several other members of the Senate.

Mr. COUZENS. I would be glad if the Senator would
briefly explain his amendment.

AMr. WILLIS., I think I can explain it very briefly. The
Senator understands and of course every Senator understands
what is a trust, and what is a revocable trust, and consequently
what a living revocable trust would be. It is a trust that can
be revoked at any time., The profits of it come back to the
donor,

These so-called living trusts are little more than agencies, en-
tirely revocable in whole or in part, and primarily suited for
the convenience of the taxpayer in handling property deposited
with a so-called trustee during his lifetime. The trustee is
usnally a bank or a trust company. Up until April of 1923 the
department had always ruled and held that the income of a
revocable trust should be included in the gross income of the
grantor and that such a trust, being revocable, should be dis-
regarded for income-tax purposes. It was recognized that such
was a fair way of handling the situation, and taxpayers re-
turned all income, gaing, and losses from or relating to property
s0 deposited as though no trust existed. In the years 1919 to
1923, inclusive, losses were usually more prevalent than gains,
and losses were sustained from the sale of securities so de-
posited. Those losses were included and deducted in the indi-
vidual tax returns of the taxpayers who created these trusts.

In 1923 the department ruled that revocable trusts were to
be taxed the same as irrevocable trusts and accordingly held
that the trustee should be considered as a separate taxable
person. The result was that, when net capital losses (i. e, in
cases where the capital losses exceeded the gains) were sus-
tained upon the disposition of securities held in trust, these
losses were not permitted as deductions in the individual re-
turns of the taxpayers who created these trusts. At the same
time the taxpayers were required to include ordinary trust
income in their returns, such as dividends, rents, and interest
that was otherwise distributable from the trust, without any
deduction whatever for the capital losses.

The amendment will be
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This of itself is an injustice, but the full effect of the hard-
ship can best be understood when it is considered that, had
not the taxpayers relied upon the ruling of the department,
they could quite easily have revoked these securities, which
they desired to sell, and could have taken the losses themselves
without question. However, relying upon the rulings of the
department, as they had a right to do, they did not take such
action, and they have been subjected to the injustice oceasioned
by the retroactive application of the rule adopted by the de-
partment in the year 1923.

It was the policy of the department, as it {s aow the law,
that a revocable trust shounld be treated for income-tax purposes
just as if no trust existed; that is to say, the person who
made the trust should account for the income in his income-
tax return. That was the ruling of the department { » a num-
ber of years, and it is now a provision of the law. However,
in 1923 the Bureaun of Internal Revenue reversed its ruling and
provided in an order tken issued that this was to be treated as
an irrevocable trust.

The result is that in cases where a net capital loss is sns-
teined, namely, where losses from sales of property exceed the
gains, the frustee, considered as a separute taxable person, has
o loss which no one can deduct. On the other hand, the

| creator must pa” income taxes on the ordinary distributable
| income of the trust, such as dividends and interest, without any

deduction whatever for the capita. losses of the so-called trust
estate.

The hardship occasioned by this ruling will be apparent from
the following example:

Suppose that A deposited, in the year 1916, $100,000 of securi-
ties, the income from which was to be paid to him, and the
securities deposited being subjeet to his right of revocation in
whole or in part. Assume that during the year 1920 the income
from dividends and interest amount to $6,000. We will
assume also that during the year 1920 A, the creator, ordered
the trustee to sell $20,000 of securities deposited, which repre-
sented a capital loss of $10,000. We will assume also that
$5,000 of capital gains were realized from sales.

Under the early rulings issued by the department all of
these transactions would be reflected in A's individual tax
return, as follows:

Income from dividends and interest - $6, 000

Gains from sale of securities %5.000

Losses from sale of securities 0, 000

Net loss from sale of securities 5, 000
A’'s net income from trust 1, 000

Under the subsequent ruling of the department, issued in 1923,
two returns would have been required, one by the trustee and
on: by A, the individual. The trustee's return would show the
following :

- Capital gains $5, 000
Capital 8 10, 000
Net capital loss B, 000

Which no onz can deduct.

The other income ¢. the trust, fror dividends and interest,
ar.ounting to $6,.00, would be considered as taxable o A indi-
vidually, and has nothing whatever to do with the income-tax
liability of the trustee as a separate nerson. Accordingly A’s
income-tax liability would be computed as follows:

Income from dividends and interest $8, 000
Capital deductions None.

The net result is that the so-called trust estate has a capital loss
which, in a sense, hangs in mid-air, and which no one can deduet.

On the other hand, A, who created the trust, notwithstanding
his interest in the property, pays an income tax upon the entire
distributive income of the trust, namely, $6,000, without au,
credit whatever for his capital loss.

Had not the prior rulingr of the department been relied upon,
this injustice could easily have been avoided. It would only
have been necessary for A to have revoked the securities before
sale, and upon completion of the sale the loss could have been
included in hl3 individual return.

The peculiar injustice is that the erzator of the trust is penal-
ized for relying upon the rulings of the department.

The result of that retroactive act was that under the old
ruling capital losses, as the Senator will see, could be de-
ducted from the gains; but with the new ruling here was a
loss which, so to speak, was suspended in the air, It could be
assessed only to the trustee, who was simply “a wooden
man"” and had nothing at all, since all of the profits went to
the grantor or the donor of the trust.

What I am seeking to do is to make what is now the law
and what is provided for in the bill on the preceding page the
law applicable to these trusts. I have discussed it with several
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members of the committee and numerous Members of the Sen-
ate. So far as I know, there is no objection to it.

Mr. FLETCHER. How does it affect the Treasury?

Mr. SMOOT. There is no amount of any consequence
involved.

The PRESIDING OFFICER (Mr. Oppie in the chair). The
question is on agreeing to the amendment offered by the Sena-
tor from Ohio.

Mr. JONES of Washington. Mr. President, may I inquire
of the Senator from Utah if instead of having these special
rrgulations relating to special matters it would not be much
better to have a general provision covering them all?

Mr. SMOOT. We have now accepted three amendments of
this kind. This is the last one; so let us accept it and let it
go to conference; and if the conferees want to put them all
together in one provision, they can do it.

Mr. JONES of Washington. How does the Senator know it
is the last one?

Mr. SMOOT. Because I have all the amendments here, and
I do not know of any other of this character.

Mr. JONES of Washington. But I have just read one, the
provisions of which have gone into the bill, and I understand
it is estimated that it will cost the Government $75,000,000.

Mr. WILLIS. I hope the Senator will not object to the
amendment I have offered. It is not going to cost any such
amount as that.

Mr. JONES of Washington. Why not adopt a general pro-
vigion covering these matters? Here is a provision that we
put in the bill the other day, which it was stated would prob-
ably cost as much as we are to collect under it. I have no
doubt that the statement was made in perfect good faith. Yet
now I see it stated in the press that it will probably involve
$75,000.000.

Mr. SMOOT. The press is wrong.

Mr. JONES of Washington. I have heard it also very defi-
nitely stated that it has been admitted that it will cost at any
rate $25,000,000. I do not know what it will cost. Why not
cover these special exceptions by a general provision?

Mr. SMOOT. They are all in different sections of the bilL
I think they ought to stand on their own footing. The House
conferees may agree to this one and may disagree to the
others. I think they ought to be inserted in their proper places
in the bill and let them go through in that way.

Mr. JONES of Washington. Is the Senator opposed to a
general provision that will take care of instances where per-
sons have acted in perfect good faith in compliance with the
regulations of the department and with what they thought was
the law?

Mr. SMOOT. If we incorporate a general provision of the
law in that way, we do mot know how it will be construed.
No one could tell.

This statement of the Senator is the first I have ever heard
that it would ecost $25,000,000 or $75,000,000.

Mr. JONES of Washington. A very reliable writer, David
Lawrence, in an article just day before yesterday stated that
it had been admitted that it would cost about $75,000,000. I
have not any doubt that Mr. Lawrence had some pretty reliable
information before he made his statement.

Mr. SMOOT. I am told by one of the experts from the de-
partment that there will be no such cost.

Mr. COUZENS. I believe there will be a loss, but I think
this provision does just what the Senator from Washington
said. It confirms the practice of the bureau in all cases and
makes the law what the people thought was the law.

Mr. JONES of Washington. Not in all cases. Why could
we not have a general provision that would confirm the action
of the department in all cases where they have acted for a
considerable length of time and people in perfect good faith
have acted under those regulations. This only applies te par-
ticular cases. I have no objection to taking care of those
things. If seems to me that we ought to do it. What I ob-
ject to is the picking out of particular instances, particular
kinds of tax, and settling those and leaving the others un-
settled. That is why I asked the Senator from Utah if he
would have any objection to a general provision reading prac-
tically as this does and have it instead of the several par-
ticular items.

Mr. SMOOT. The amendment does not take a cent out of
the Treasury of the United States.

Mr. JONES of Washington. But the Senator from Pennsyl-
vania [Mr. Reep], who presented it, said that it would.

Mr. SMOOT, It will stop perhaps some revenue from coming
in during the future, but it will not take anything out, because
it is applicable only to the future.
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Mr. COUZENS. It also validates the practice of the bureau
up to date.

Mr. JONES of Washington., Yes,

Mr. SMOOT. As I said, there is nothing to come out of the
Treasury. It validates what has already been done.

Mr. JONES of Washington. 1t expressly prevents anything
coming into the Treasury under these particular cases.

Mr. SMOOT, Yes.

Mr. JONES of Washington. That is what I sald. Why not
in all cases cover actions that have been had in accordance with
the regulations of the bureau?

Mr. SMOOT. I donotknow where such a provision should go.

Mr. COUZENS. I do not know where the failure is. If the
Senator will tell us where anything has been omitted, I should
be in accord with his views, but I think everything has been
presented up to date so far as I know.

Mr. JONES of Washington. I am satisfied that we will find
many instances. I am satisfied that hereafter there will be
propositions made asking that the rulings of the department
and the regunlations of the department shall be adhered to.

Mr. SMOOT. I would rather have Congress act upon each
individual case. I would not like to have a general law and
have it constrned by some one down in the department. In
these particular cases we have acted, but this is the last one I
know of, and I do not see why it should not go in the same as
the others. I am told by one of the officials of the department
that there s very little loss in the matter.

Mr. JONES of Washington. I am not objecting to the Sena-
tor’s proposition. What I am objecting to is the policy of the
committee in picking out particular propositions and taking
care of those and leaving other propositions uncared for.

Mr. SMOOT. The committee did not pick them out. They
have been presented here, and the committee has accepted them.

Mr. JONES of Washington. The committee did not pick
them out, of course, but the committee is not very particular
about accepting certain propositions.

Mr, SMOOT. That is true.

Mr. JONES of Washington. It seems fo me it would be
far better to accept a general proposition under which all of
these cases could be settled without apparently exercising fa-
voritism.

Mr. FESS. I think if the Senator would go into this par-
ticnlar amendment

Mr. JONES of Washington. I am not objecting to this par-
ticular amendment. I have said that two or three times. As I
understand it, the Senator from Utah would be opposed to a
general provision?

Mr., SMOOT. Yes; I do not think a general provision can
cover all of the cases, becanse each case may be different.

Mr. JONES of Washington. Oh, no.

Mr. SMOOT. The amendment now offered does not cover a
case that has been covered by any other amendment that we
have had.

Mr. COUZENS, What would the Senator from Washington
propose to have done?

Mr. SMOOT. 1 do not see how it could be done by a general
provision.

Mr. JONES of Washington. I will read to the Senator a
provision that T should like to see in the bill and that I expect
to offer as a substitute for the provision here.

Mr. WILLIS. Will not the Senator from Washington permit
us to vote on the amendment?

Mr. JONES of Washington. I will do so in & moment. I
intend to propose the following amendment as a substitute for
an amendment already adopted:

On page 291, sfter line 13, insert the following as a new subdivision:

“(e) The liability of any taxpayer under any iniernal revenue law
ghall be determined (unless such taxpayer otherwise comsents or
requests) in accordance with the Treasury decisions, opinions of the
Attorney General, and regulations made by the commissioner er the
Secretary, or by the commissioner with the approval of the Secretary,
in force at the time his return was made, whether such return was
made before or after the enactment of this act. As used in this sub-
division, the term “return” means, in the case of a return which
has been amended, the return as finally amended.”

Mr. SMOOT. That would not cover this case.

Mr. JONES of Washington. In other words, where a tax-
payer has acted in perfect good faith under the regulations
issued by the Secretary or an opinion of the Attorney General,
his action then, if in accordance with those regulations and
the opinion of the Attorney General as a point of law should
be conclusive.

Mr. COUZENS. Supposing the Supreme Court upsets one of

those rulings?
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Mr. JONES of Washington, Then it ought to be validated
just the same. That is exactly what has happened.

Mr. COUZENS. That is the reason why I think that we can
not deal with it in a general way because there are perhaps
thirteen or fourteen thousand of these cases. As to many of
them, no one knows what will become of them; in fact only
15 per cent of them anyone knows anything about. Any one
of them may be changed at any time, but under this provision
it could not be done.

Mr. SMOOT. Are there not about 60,000 of them?

Mr. JONES of Washington. It could be changed, but the
change would not affect the rights of those who had made their
returns and acted under the regulations as they were at the
time they took action; in other words, it seems to me unjust
and unfair to the citizens of this country, by regulation or oth-
erwise, to make retroactive law. That is what this amounts to,
and that is what was done in the case that we have taken
care of by this provision,

Mr. COUZENS. If the Senator knows of any other cases that
we have not taken care of, I am in sympathy with his view-
point, but I do not believe we can cover them en bloe.

Mr. JONES of Washington. I do not see why we could not
- declare a general prineciple that will apply. That is what we
have general laws for.

Mr. COUZENS. I want to say that if we had passed a pro-
vision like that in the act of 1924, all of the work that the
investigating committee has done would have practically been
null and void, because the result of the committee’s work has
been to open up many cases that were closed irregularly and
without published rulings, or with several rulings on the same
subjeet. We can not cover all of the rulings dealing with the
same subject where the rulings were different in identical
cases.

Mr, SMOOT. And the different cases in the meantime under
a decision of the Supreme Court might be validated imme-
diately, and not only that——

Mr. JONES of Washington. Why ghould they not be?
Where the department has made regulations requiring the
returns in a certain form, and citizens have made such returns,
have relied upon them and acted upon them, and they have
been approved by the department, if, then, by reason of a sub-
sequent decision or by reason of an opinion of the department
the regulations are changed, the changed regulations ought not
to relate back and to require something that the citizen did
not have any idea or knowledge of at the time the return
was made.

Mr. WILLIS. That is precisely what happened -in the case
we are seeking now to remedy,

Mr. JONES of Washington. That is what I want to see cor-
rected. It ounght to be corrected in a general way instead of
picking out particular cases. I have not any objection to the
Senator's amendment, but I do think that we ought to adopt a
general provision without picking out particular cases and
showing favoritism, as it appears—not intentionally; I do not
say that—but it looks as though by legislative act we are pick-
ing out here and there particular classes to favor them, as
in this case here. I feel pretty certain that under that provi-
sion there will be millions of dollars that will be lost to the
Government, I do not say that it ought not to be done; but
we ought not to pick it out in that particular case.

Mr. WILLIS. The Senator from Washington does not mean
to say that as to the pending amendment?

Mr, JONES of Washington. I mean the provision in the
bill. I gave notice a while ago that I expected to offer the
amendment to which I referred. I shall not take the time
of the Senate further now, but I wanted to call attention to
these specific acts of acceptance.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Ohio [Mr. WiLLis].

The amendment was agreed to.

Mr. SHORTRIDGE and Mr. COUZENS addressed the Chair,

The PRESIDING OFFICER. The Chair recognizes the
Senator from California.

Mr. SHORTRIDGE. Mr. President, I offer the amendment,
which I send to the desk. I advise the Senate that its pur-
pose is to egualize and harmonize the law, in view of the fact
that both Houses have agreed to a reduction in the tax on
absolute or pure alcohol. This amendment, though somewhat
elaborate in words, is designed to equalize the matter in re-
spect to wine for medicinal, scientifie, and sacramental purposes.

Mr. COUZENS. Let us have the amendment read, Mr.
President.

The PRESIDING OFFICER. The amendment proposed by
the Senator from California will be stated.
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The PrincipaL CrErk. On page 204, after line 21, it is pro-
posed to insert the following new section:

TAX ON WINES AND BRANDY USED IN FORTIFICATION

SEc. 005. Bections 611 and 612 of the revenue act of 1918, as
amended, are amended to read as follows:

“8ec, 611, That upon all still wines, including vermuth, and all
artificial or imitation wines or compounds sold as still wine, which
are hereafter produced in or imported into the United States, or which
on the day after the enactment of the revenue act of 1926 are on
any winery premises or other bonded premises or In transit thereto
or at any customhouse, there ghall be levied, collected, and paid, in
lieu of the iuternal-réevenue taxes now imposed thereon by law, taxes
at rates as follows, when sold, or removed for consumption or sale.

“ Until January 1, 1927, on wines containing not more than 14
per cent of absolute alcohol, 16 cents per wine gallon, the per cent
of alcohol taxable under this section to be reckoned by volume and
not by weight; on and after January 1, 1927, and until January 1,
1928, 12 cents per wine gallon; and on and after January 1, 1928,
8 cents per wine gallon,

“Until January 1, 1927, on wines eontnining more than 14 per
cent and not exceeding 21 per cent of absolute alcohol, 40 cents per
wine gallon; on and after January 1, 1927, and until January 1, 1928,
30 cents per wine gallon; and on and after January 1, 1928, 20 cents
per wine gallon.

“Until Jaonary 1, 1927, on wines containing more than 21 per
cent and not exceeding 24 per cent of absolute alcohol, $1 per wine
gallon ; .on and after January 1, 1927, and until January 1, 1928, 75
cents per wine gallon; and on and after January 1, 1028, 50 cents per
wine gallon.

“All such wines containing more than 24 per-cent of absolute
alcohol by volume shall be classed as distilled spirits and shall pay
tax accordingly. .

*“8ec. 612. That under such regulation and official supervision and
upon the giving of such notices, entries, bonds, and other security
as the commissioner, with the approval of the Secretary, may pre-
scribe, any producer of wines defined under the provisions of this
title may withdraw from any fruit distillery or special bonded ware-
house grape brandy, or wine spirits, for the fortification of such wines
on the premises where actually made: Provided, That there shall be
levied and assessed against the producer of such wines g tax (in lien
of the internal-revenue tax now imposed thereon by law) until Janu-
ary 1, 1927, of 60 cents per proof gallon of grape brandy or wine
spirits whenever withdrawn and hercafter during the year 1926 so
used by him in the fortifieation of such wines during the preceding
month, which assessment ghall be paid by him within 10 months from
the date of notice thereof: And provided further, That nothing con-
talned in this section shall be consirued as exempting any wines,
cordials, liquors, or similar compounds from the payment of any tax
provided for in this title. On January 1, 1927, and until January 1,
1928, this fortifying tax on such brandy or grape spirits shall be 45
cents per proof gallon, and after January 1, 1928, 30 cents per gallon.

The PRESIDING OFFICER. The question is on agreeing
to the amendment proposed by the Senator from California.

Mr. COUZENS. I should like to have the Senator explain
the effect of the amendment.

Mr, SHORTRIDGE. Mr. President, I do not think it is
necessary to multiply words; but, in response to the sugges-
tion of the Senator from Michigan, I invite attention to the
fact that the House reduced very materially the tax on alco-
hol. The bill ecame to the Senate and went before the Finance
Committee. That committee disagreed with the action of the
House; but thereafter in this Chamber, the matter being very
fully considered, the Senate receded or refused to agree with
the recommendation of the committee. In other words, the
Benate agreed to the House provision; so that there is a ma-
terial reduction in the tax on pure alcohol.

The amendment which I have submitted at the request of
the grape growers and wine makers, not only in my State but
in other States, proposes, it will be observed, to reduce the
tax 25 per cent, which is less, indeed, than the reduction in
the bill applying to alcohol as it came from the House and as
it is now agreed to by both Houses.

Mr. COUZENS. By how much will it reduce the revenue?

Mr. SHORTRIDGE. If the amendment shall be agreed to
in the form in which it is drafted, the reduction will amotunt to
approximately a half million dollars, measured by the past
returns. I do not think that any serious or valid objection
can be made to the amendment. I have heard of none from
any quarter.

Mr. SMOOT. The House reduced the tax on aleohol, but
the House did not reduce the tax on wine.

Mr. SHORTRIDGH. That is true.

Mr. SMOOT. Why should we reduce the tax on wine? There
is no special relation whatever between alcohol and wine.
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Mr. SHORTRIDGH. Both Houses have voted to reduce
the tax on alcohol, for good and sufficient reasons, as we must
assume,

_ Mr, SMOOT. But the same body did not reduce the tax
on wine.

Mr. SHORTRIDGH. I grant that it did not, but I am very
sure that when the amendment goes fo conference the House
conferees will agree to the amendment. I am not aware that
it was presented in the other body.

Moreover, let me state, in perfect candor to Senators, that
I am advised by the president of the association that this
reduction would not have been asked for if the reduction in
alcohol had not been made. There was no disposition to urge
this amendment, but, inasmuch as the tax has been or, I as-
sume, will be reduced on pure aleohol it is here proposed to
be reduced on wine containing a certain percentage of alcohol.

Mr. SMOOT. Let me ask the Senator a question. Does
the amendment apply only to still or sparkling wines and
cordials and grape brandy for fortifying sweet wines?

Mr. SHORTRIDGE. Yes. I think that would cover it.

Mr. SMOOT. I will try to figure out just what we are go-
ing to lose by way of revenue. I did not follow the amend-
ment. 8o I asked the Senator if it only refers to still or
gparkling wines, cordials, and so forth, at 16 cents to $1, and
grape brandy for the fortifying of sweet wines at 60 cents
per gallon. Are those the items that are covered by the Sena-
tor's amendment?

Mr. SHORTRIDGE. According to the figures submitted to
me by the department, the reduction will not amount to more
than half a million dollars, if that much.

Mr. SMOOT. I think, figuring it up roughly here, that that
is right as to the amount involved. Perhaps we had better let
it go into the bill and let it go to conference, Mr. President,
and then we will thrash it out there.

Mr. SHORTRIDGE. Very well.

Mr. HARRISON. Mr. President, may I inquire how much
this amendment seeks to reduce the taxes?

Mr. SMOOT. Approximately $500,000.

Mr. SHORTRIDGE. Somewhat less than half a million
dollars.

Mr. SMOOT. We will let it go to conference.

Mr, HARRISON, And the committee accepts it?

Mr, SMOOT. I say, we will let it go to conference.

The PRESIDING OFFICER. The question is on agreeing
to the amendment offered by the Senator from California.
[Putting the question.] By the sound the “noes” seem to
have it.

Mr. SHORTRIDGE. Mr. President, I will call for a quo-
rum here in a moment.

Mr. SMOOT. Let us have a division.

On a division, the amendment was agreed to.

Mr. HARRISON. What was the vote, Mr. President?

The PRESIDING OFFICER. The amendment was agreed to.

Mr. FRAZIER. Mr. President, I appeal from the cecision
of the Chair.

Mr. KING. I raise the point of order that the appeal is
entirely too late. I ecall for the regular order.

Mr. COUZENS. Mr. President, I send to the desk an
amendment to be inserted on page 22, line 16, of the bill.
The PRESIDING OFFICER. The amendment will

stated.

The CHizF CiErg. On page 22, line 16, after the word
“paragraph,” it is proposed to insert a mew subsection, as
follows :

(3) Buch intangible values as may be due to the taxpayer's posses-
slon of capital, manufacturing ability, operating ability, selling abil-
ity, good will, or organization shall not be included in values to be
depleted.

Mr. COUZENS. Mr. President, that is to take care of the
provision beginning on line 12, of page 21, which says:

The basis upon which depletion, exhaustion, wear and tear, and
obgolesfence are to be allowed in respect of any property shall be the
same as is provided in subdivision (a) or (b) for the purpose of de-
termining the gain or loss upon the sale or other disposition of such
property, except that—

(1) In the case of mines discovered by the taxpayer after February
28, 1913, the basis for depletion shall be the fair market value of the
property at the date of discovery—

And so forth. I shall not read the whole clause; but the
amendment is proposed to exclude from the computation any
intangible value such as provided in the amendment.

Mr., SMOOT. Mr. President, I desire to read the statement
of the department in opposition to the amendment, and then
I will let the Senate decide the matter:

be
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The law does not permit depletion of the * taxpayer's business as
a going concern,” but only the “mine, oil or gas well, other matural
deposits, and timber.” It states that “a reasonable allowance for
depletion” shall be made “in the case of mines, oll or gas wells,
other natural deposits, and timber.”” (See. 214(a) O and see, 284(a)
S—in 1924 revenue law—same In proposed 1926 revenue law—see
H. R. 1, p. 51 and p. 91.) It Is, therefore, the mines, oil or gas
wells, or natural deposits that are being “ depleted” and for which
the allowance is given,

By no possible construction of the text of the law can this allow-
ance be “claimed to include any other value, tangible or intangible,”
than that of the natural resource itself. It is the tangible deposit
of mineral, oil, or gas, that is being exhausted and forms the depletion
base. There is no ambiguity in the existing or the proposed statute
on this subject.

Mr. COUZENS. Mr. President, then, if that is true, there
is no objection to putting this amendment in the law, because
this just carries out the practices as claimed by the bureau,
which we contend, however, have not been indulged in.

Mr. SMOOT, Of course, the department takes the position
that if that be the case there is no necessity of it.

Mr. COUZENS. If the practice of the bureau is as the
Senator has stated, then there can be no objection to this
amendment, because this amendment only provides for what
the bureau say they are already doing.

ihllx;.? KING. Mr. Presidenit, will the Senator from Michigan
yie

Mr, COUZENS. Yes.

Mr. KING. I have not in my mind very distinctly the testi-
mony taken by the Couzens committee upon which an amend-
ment of this kind might be predicated; but, as I recall, there
was some testimony which tended to show that selling ability,
and particularly good will, were treated as an intangible prop-
erty, and subject to such advantages or disadvantages, depend-
ing upon the point of view, as might result therefrom; and
my recollection is that it was the consensus of opinion when
that matter was under consideration, and there was no objec-
tion to it by any of the Senators, that perhaps it ought to be
met by an amendment. I will ask the Senator if his memory
is refreshed so that he can enlighten us as to what the ‘esti-
mony showed upon that matter?

Mr. COUZENS. The testimony showed in a number of
cases, which if it is necessary to read I will read, that other
elements than the value of the resources in the ground have
been included in computing the value.

Mr. SMOOT. There were five cases, were there not, in the
investigation?

Mr. COUZENS. I do not remember the number of cases, but
if it is not the practice there certainly ean be no objection to
putting it in the law. I do not get the discussion of the
Senator from Utah, because he says the practice of the burean
is to do the very thing that the amendment provides for.

Mr. SMOOT. I say that that is what the department jtself
claims. :

Mr. COUZENS. Then there can be no objection to the
amendment,

Mr. SMOOT. If that is the case, allow the amendment to
be agreed to, and then I will ask for a further statement from
the department. I have no oljection to the adoption of the
amendment.

The PRESIDING OFFICER. Without objection, the vote
whereby the committee amendment to which this is proposed
as an amendment was agreed to will he reconsidered. The
question is upon the amendment of the Senator from Michigan
to the amendment of the committee.

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

Mr. COUZENS. Mr. President, I send to the desk another
amendment, to be inserted on page 100, line 9. I spoke to the
chairman of the committee about it, and he saw no objection
to it. I believe it will have to take the same parliamentary
course.

Mr. SMOOT. No; it will not be necessary to reconsider that.
This is not an amendment to an amendment. It is a straight
amendment.

The PRESIDING OFFICER. The amendment will be
stated.

The Cuier CrErk. On page 100, line 9, it is proposed to
strike out the word “ voting,” and on line 11 it is proposed to
strike out the word “ voting.”

Mr., COUZENS. That is to provide for corporations that
have a large amount of nonvoting stock.

Mr, SMOOT. There is no objection at all to that, Mr. Presi-
dent, That ought to be done. 3
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The PRESIDING OFFICER, The guestion is on agreeing
to the amendment. 4

The amendment was agreed to.

Mr. KING. That will be treated as one amendment?

The PRESIDING OFFICER. It will,

Mr. COUZENS. Mr. President, I send to the desk another
amendment providing for an addition to section 1101, on page
2586

The PRESIDING OFFICER. The amendment will be
stated.

The Crarer Crerg. On page 286, it is proposed to strike out
lines 2, 8, and 4 and to Insert:

Sgc. 1101, The commissioner, with the approval of the Becretary,
ghall prescribe and publish all needful regulations for the enforcement
of this act, and the commissioner shall promulgate and publish all
rules, practices, principles, and formulas applied or followed in the
Interpretation and application of any revenuoe act and/or Lhe regula-
tions to the determination of tax subject to the provisions of section
8167 of the Revised Stalutes.

Alr. SMOOT. I see no objection to that amendment, Mr,
President,

The PRESIDING OFFICER. The question 1s on agreeing
to thie amendment offered by the Senator from Michigan.

The amendment was agreed to.

Mr. COUZENS. Mr. President, the senior Senato. from
Idabo [Mr. Boram] this morning had read into the Recomp a
telegram which said this:

Italics in House tax bill—

and I think the telegram is intended to mecan “ Senate tax
bill "—

Spction 203 (c), pnge 11, have alleged joker which will exempt from
taxation dividend that was paid in Electric Bond and Share stock
early iu 1025, also many other similar dividends.

The Benator from Idaho asked me about the matter and
asked me If 1 would explain it to the Senate; and I do it for
the Itecorp and In response to the request of the Senator fromw
Idaho.

This provision, which I have looked into, simply means sub-
ptantially a stock dividend. In other words, in the particular
case referred to in the telegram the General Electric Co. dis-
posed of its shares in the Electric Bond & Bhare Co. to its own
stockholders, so as to avoid what was perhaps thought to be
a combination in restraint of trade. So they disposed of the
shares that they owned in the Hlectrie Bond & Share Co. to
their stockholders in proportion to their holdings. In other
words, it was substantially a stock dividend, and therefore was
not taxable: and there is thercfore no exception to be taken to
the sectlon, as I see It.

Mr. SMOOT. Mr. President, I want to say further that the
gubject matter of the telegram is covered Ly existing law in
these words:

If there 18 distributed, in pursuance of a plan of reorganization—

Mr. COUZENS. But this was not a plan of reorganization.

Mr. SMOOT. Obh, yes; that was a reorganization,

Mr. COUZENS, Oh, no; not in the distribution of the
sghures referred to in the telegram. That was not a reorganizu-
tlon. It was a disposition of the assets of the General Elec-
tric Co. to 1its stockholders, and was substantially giv-
ing them stock that they already owned, but no cash. Of
course, when the stock is sold by the stockholders, it then will
be taxable,

Mr. SMOOT. Mr, President, if the Senator will read what
the term * reorganization”™ means in existing law, I think he
will agree with me.

Mr. COUZENS. There 15 mo discussion, anyway? There
is no argument?

Mr. SMOOT. No; there is no argument. I want to say
that the sender of the felegram was simply mistaken; that is
all.

Mr. HARRIS, Mr. President, I offer the amendment which
I send to the desk.

The PRESIDING OFFICER. The amendmont will be stated.

The Ciner Crerk. On page 56, after line 16, it is proposed
to jnsert:

All persons whose net incomes do not execed thelr personal exemp-
tion, plus credit for dependents, by more than $£500, are hereby
exempted fronr the payment of the normal tax.

Mr. HARRIS. Mr. President, the credit allowed by law to each
individual in ecomputing his or her income tax, known as the
personal exemption, is now for a single person $1,000 and for
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a head of a family or married person living with husband cr
wife $2,600. Under the revenue bill as it passed the House
and was reported to the Senate from the Finance Committee the
personal exemption will be raised to $1,500 for a single person
and $3,500 for a head of a family or married person.

It is estimated by the committee that 2,350,000 persons who
now pay income tax will be entirely relleved from payment of
such tax by this increase of the personal exemption.

The reduction in reveuue receipts resulting from this in-
crease of the personal exemption will amount to $42,000,000,
according to the House committee report of the bill

The 2,350,000 persons who will no longer be reguired to pay
Income tax are those whose incomes range between $1,000 and
$1,500 for single persons and $2,500 and $3,0600 for heads of
families and married persons. They belong to that class of
hard-working good citizens whose incomes are entirely ab-
sorbed in payment of necessary living expenses of themseclves
and their families. They are the people most in need of relief,
and I heartily approve the action of the House and our Finance
Commiitee in affording themw complete exemption.

I regret that the Finance Committes has not found It ad-
visable to recommend a further increase of the personal ex-
emption to $2,500 for single persons and $5,000 for heads of
families and married persons, Men and women, particularly
heads of familles, with small or moderate Incomes, are taxed
indirectly all they can bear through the Republican high pro.
tective tarifl, which greatly Increases the prices of practically
all the necessities of life; and we should not place upon them
the additional burden of income tax.

1 have always contended that a married person whose in-
come does not exceed §5,000 shonld be relieved from payment
of any income tax whatever, and 1 hope the day is not far dis-
tant when this can or will be done.

Apparenily the Finance Committee feared that the reduction
in revenue receipts would be too great to justify an inerenso
of the personal exemption beyond £1,600 for single persons and
$£3,600 for heads of families and married persons. As pre-
viously stated, the reduction in revenue receipts that will re-
sult from this Increase of the personal exemption amounts to
$42,000,000. It is well to note, however, that less than half of
this amount would have been paid by the 2,350,000 taxpayers
relieved frem payment of tax by the increase of the personal
exemption.,

All taxpayers profit by any raise in the personal exempticn,
but not to the same extent. The actual reduction of income
tax resulting from such raise {s about four and one-half times
as great for a person with large income as for one with a
small income. For instance, raising the perscnal exemption
$1,000, as is provided in the revenue bill, for hends of families
and married persons, reduces the income tax by $30 for one
whose net income exceeds §20,000 and only $11.23 for oue
whose income is $7,500 or less, This is due to the fact that the
tax rate for the larger income is, under this bill, 5 per cent,
and for the smaller 115 per cent, less 25 per cent reduction for
earned lncomes.

I have no objection to scaling down the tax of the wealthy
man or woman just as much as the needs of the Government
will permit. On the contrary, 1 shall always urge that this
be done, but to my mind it is more important to remove en-
tirely the burden of income tax from married persons with
incomes of §5,000 und less than to make such great reduction
in the taxes of those with larger incomes.

In the face of the strong opposition of the majority mem-
bers of the Finunce Committee to any further reduction of the
revenue receipts it may not be possible at this session to raise
the personal exemption, from which all taxpayers profif, more
than is provided in the bill as reported by the committee: that
ig, to 1,500 for single persons and £3,500 for heads of families
and married persons, though I, myself, agree with the minority
members that it would be perfectly safe to make still greater
cuts in many of the taxes, particularly in the so-called
nuisance taxes. 1 hope, however, the Senate will adopt my
amendment exempting all persons whose net incomes do not
exceed their personal exemptions by more than 3500,

My mmendment will have the same effect as ralsing the
personal exemption for those with incomes between $1,500 and
$2,000, in the case of the single persons, and $3,500 and $4,000
in the ease of heads of families and marrled persons, since it
will relieve them from payment of any income tax, My amend-
ment will not reduce or in any way affect the taxes of those
whose incomes exceed these amounts, and the loss in revenue
recelpts will be small in comparison with the loss that would
result from a corresponding increase of the personal exemption
tor all taxpayers, I shall later show that even this small re-
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duction in the revenne recelpts will be largely, If not wholly,
offset by saving in operating expenscs of the Internal Revenuo
Burean. ®

As Lns been stated, those profiting by my amendment are
single persons with incomes between $1.000 and $2,000 and
heails of families and married persons with incomes between

3,000 and $4,000, of whom there are about 850,000, and this
number will he wholly exempt from income tax, in addition
to the 2.330,000 exempted by the Increase of the personal ex-
emption as provided in the revenue bill.

The revenue hill, with my amendment, will In efTect ralse
the personal exemption to $2,000 for single persons and $4.000
for murried persons, and will relieve 3,200,000 from fincome
tax wlo would have to pay under the old law.

The income tax that would be pald by the 850,000 men and
wimen exempted by my amendment would range from a few
cents for those whose pet incomes only slightly exceed their
personal exemptions to $5.63 for those whose net incomes ex-
ceed thelr personal exemptions by $500. The average tax that
wonld be paid by them is §2.8114. The total tnx they would
be required to pay is thus $2,860,025 (8350,000X$2.8125) ; and,
since no other taxpayers are affected by my amendment, this
sum represents the total gross reduction of revenue receipts
that would result from its adoption.

In a specch before the Senate at the last session of Congress
I showed that the average cost of collecting income tax was
about € for each taxpayer, large and small. My ecalculation
was based wpon information furnished me by the acting col-
lector of internal reveunue, in a lotter dated April 28, 1924,
from which it appeared that the Government was spending in
the vicinity of $25,000,000 to collect the Federal Income taxes.
At that time the total number of tuxpayers was estimated by
the Secretary of the Treasury to be 4.3501337. The average
cost of collecting the tax (about §£6) wag determined by divid-
ing the totsl anoual cost (8$25,000,000) by the number of
taxpayers.

More recent statistics have not materially changed the aver-
age cost per taxpayer of collecting the income tax, though some
contend that it exceeds my conservative estimate of $6.

This average cost of collecting income tax excecds the great-
est amount (85.83) that would be paid by any one of the
850,000 taxpayers relieved by my sweundment, As has been
stated, the average tax of this group is only $2.8114.

The cost of collecting the tax from these small taxpayers
would not be as much as the average for all taxpayers ($6),
but it would approximate £2.81, the average tax the former
class wonld pay.

It is thus evident that the total cost of colleeting the income
tax from the 850,000 men and women exempted by my nmend-
ment approximates, if it does not actnally exceed, the $2,300.625
they would be required to pay under the revenue bill now
before the Senate.

The Washington papers publishing the income taxes of resi-
dents of the District of Columbia and vicinity contained page
after page of names of men and women that paid less than
one dollar each.,

Is there anyone that honestly belleves It does not cost the
Government a dollar to examine, brief, or make notation on
and flle an income-tax return, make record of payments, re-
examine return for final settlement, and do many other things
incident fo the collection of income taxes? The cost of fluor
space alone for the fillng cuses coutuining 830,000 returns nnd
the correspoudence relating thereto, is no small item, and it
continues from year to year.

Of the 850,000 taxpayers relleved by my amendment fully

200,000 would pay less than a dollar each, and 500,000 wonld |

pay less than $2.81, the average tax for the entire 830,000,

There is not the slightest doubt in my wmind that it would
cost o great deal more to collect the taxes from thie 500,000
men and women that pay from a few cents to $2.81 each thun
the Government will receive from them In income tax. If the
Government actually loses money by taxing these people with
gmull incomes, and it certainly does, why should we continne
to force them to go to the trouble and expeuse of muking out
income-tax returns and paying the taxes? They need this
money to mike ends meet, and we should not take it from
them simply to fornish employment to a lot of clerks, messen-
gers, and Inspectors in the Internal Revenue Burenu.

It is possible that the total taxes of the remalning 350,000
relleved by my amendment may slightly excecd the cost of
collection, but T am confldent that the small loss the Govern-
ment would sostain through the exemption of these 350,000
men and women, whose income taxes range between $2.81 snnd
$5.63, wonld be made up in the gain from the exemption of the
000,000 that pay less than $2.81 each,
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The Government cnn, therefore, exempt the entire 850,000
benefictaries of my amendment withoat appreciable, if any, net
losgs of revenue.

The Internal Revenue DBureau will, of course, oppose niy
amendment, as they have opposed every move to reduce the
number of income taxpuyers, for its adoption wonld force the
disclinrge of possibly fifteen hundred or more of thelr emplay-
ecs, but 1 um not one of those who feel that tuses shonll he
collected stinply to provide jobs for clerks, however faithful
and eflfivient they may be,

The honorable Socretary of the Treasury, Mr. Mellon, Is of
the opivion that paying income tax muikes a man take deeper
interest in the Governwent, its policies and activities, and that
it is, therefore, unfortundte fo reduce the number of tuxpayers,
I was rather shocked to henr the distinguished ehairinan of
the Fivance Committee voice stmilar senthinents on the floor
of the Senute a few days ngo.

I \lo not believe, hiowever, there are many in this Chamber
who feel that a mau will become more patriotic by being de-
prived nnnecessarily of money he sorely needs to support hin-
self and his family ; and it certainly Is vnnecessary, to say the
least, to make such a man pay income tax when it costs the
Government more to collect it than the tax amounis to.

It will be remembered that Secretary Mellon opposed the
amendment I introduced in Octoher, 1021, providing for a 50
per cent reduction of tlie normal tux on earned fucomes, he-
canxe le then thought the plan to make a distinetion between
earned and unearned ineomes was not workahle. On the
strength of his report my amendiment was defeated by a strict
party vote,

Two years Inter Secretary Mellon adopted my plan bodily,
except as to the per cent of reduoction, and incorporated it in
the bill or plan that bore his name.

The earned income provision was passed by the last Con-
gress withont a dissenting vote In either House, and it is now
regarded o8 a permanent feature of our income-tax system.

When the Secretary of the Treasury finds time to study my
present plin to extend complete exemption to 850,000 smull
taxpayers, I feel sure he will again change his mind.

In conclusion, I desire to repeat that my amendment in
effect raises the personal exemption to $2,000 for single per-
sons and $4,000 for heads of families snd married persons
whaose net incomes do not exceed these amonnts, without re-
ducing or in any way changing the amounts to be paid by other
taxpyers,

It will wholly relicve abont 850,000 men and women from
income tux who would have to pay under the revenne bill as
reported by the committee.

The incomes of the beneficiaries of my amendment range be-
tween $1.500 and $2000 for single persons and $3.600 and
$£4.000 for hends of families and married persons, The taxes
they wounld pay vary from a few cents to $5.63, the average
being $2.81.

The gross reduction in revenne receipts that wonld result
from the adaoption of my amendment smounts to only $2.390-
8235, and this will be largely, if not wholly, offset by saving in
operating expenses of the Internal Revenne Durean.

My amendment will also put an end te the uneconomieal, if
not nbsnurd, practice of requiring men and women wirth small
Incomes to pay taxes when the cost of collection equals or ex-
ceeds the amonnt they pay.

My amendment does not in any way counfliet with the recom-
mendations of our Finance Commlittec; on the contrary, It
supplements the efforts of the committee to exempt as large
a number of persons as possible from payment of any tax
whiitever.

Anyone who read In the newspapers the income-tax assess-
ments noticed page after page in the Washington papers show-
fug amonnt of tnx pald by persons from 174 cents up to $5.02.
1t would lose In 1evenue to the Govermment only two miilion
and a half dollars and it would save these 850,000 worthy
peaple from a few cents to a few dollars. The Goyernment
will not lose anything, becanse it cosfs. the Government to
mike ont these 850,000 tax returns more than the Government
conld eolleet from the fuxpayers.

The Treasury Department made a statement that It cost
about $6 to audlt these Income-tnx returns, nnd this would
average only $2.84 hetween the difference between 14 cdnts
amd 85.02,

I hope thls amendinent will be agreed to.

The PRESIDENT pro tempore.  The question Is on agreeing
to the amendinent offered by the Senator from Georgla [Mr.
HArmg].

The amendment was rejected,
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Mr. McKELLAR. I offer an amendment, which I send to the
desk.

The PRESIDENT pro tempore. The clerk will report the
amendment.

The Reapivg CLERE. On page 264, after line 21, to insert the
following :

DISTRICT COURTS

Exclusive jurisdiction s hereby conferred upon the district courts
of the Unlted States to hear and determine, according to the rules of
equity, as in other cases where the sum involved exceeds $3,000, first,
all claims of taxpayers hereafter arising for refunds; second, all
claims of taxpayers hereafter arlsing for depletions and abatements;
third, all claims for additional taxes claimed by the Government against
any taxpayer, whatever the nature of the clalm, when the amount is in
excess of $3,000.

No action shall be maintained under this sectlon unless brought
within the statute of limitations two years from the date of payment
of the tax, or if brought by the Government two years from the date
the tax became due: Provided, That in all cases of fraud the action
may be brought at any time within six years. Service of process upon
the district attorney of the district in which the taxpayer resides, or
his assistant, shall be binding upon the United States, and the district
attorney shall defend all tax suits brought under this paragraph. All
suits brought on behalf of the Government under this paragraph shall
be brought by the district attorney of the district in which the tax-
payer resitles. The records of the Internal Revenue Bureau respecting
such claims of taxes shall be sent to the district attorney in the event
of a suit brought under this section and shall be available to the in-
spection of the taxpayer or his attorney. Appeals from the decision
of the district judge are to be granted in accordance with the rules of
practice in other equity cases arising in such courts.

Mr. SMOOT. I do not know just what effect this would
have, as to whether it would crowd the district courts or not.
I think we had better accept the amendment and let it go to
conference, and in fhe meantime find out what its effect
would be,

The PRESIDENT pro tempore. The question is upon agree-
ing to the amendment. :

The amendment was agreed fo.

The PRESIDENT pro tempore. The bill is still in Com-
mittee of the Whole and open to amendment. If there are no
further amendments to be proposed

Mr. LA FOLLETTE. Mr. President, I suggest the absence of
a quorum.

The PRESIDENT pro tempore. The clerk will call the roll.

The Chief Clerk ealled the roll, and the following Senators
answered to their names:

Ashurst Frazier Metcalf =% Shipstead
Bayard Gerry Moses Shortridge
Blease Goft Neely Simmons
Broussard Hale h]orbgck Smith
Butler Harreld Norris Bmoot
Cameron Harris Nye Stanfield
Capper Harrison Oddle Trammell
Copeland Heflin Overman Tyson
Couzens Jones, Wash, Pepper Walsh
Deneen Kendrick Phipps Warren
Dill Keyes Pine Wiatson
Edge Ki ng Ransdell Weller
Edwards La Follette Reed, Mo. Wheeler
Fernald McKeilar Reed, Pa, Willis
Ferris MeLean Robinson, Ind.
Yess McMaster Sackett
Fletcher McNary Sheppard

The VICE PRESIDENT. Sixty-five Senators having an-

swered to their names, there is a quorum presenf, The bill
is still in Committee of the Whole, and open to amendment.

Mr. KING. Mr, President, I invite attention to page 265,
line 19. I move to strike out the figures “ $10,000,” and to
jnsert in lien thereof * $7,500,” so that it will read:

Ench member shall recelve salary at the rate of $7,500 per annum,

The reference is to members of the Board of Tax Appeals.
I want to say just a few words in support of this amendment.

The members of the Board of Tax Appeals now receive,
and have received since the organization of the board, $7,500
per annum. Most of the members of the board are young men
who were in the solicitor’s office receiving $3,000 or $3,500 or
perhaps as high as $4,5 Four or five of them were ex-
employees of the department who had gone out for the purpose
of practicing before the department and engaging in tax col-
lections. They have been brought back into the department.
They were former employees of the department who never
received to exceed $5,000 per annum. We gave them the same
compensation that is pald to district judges of the United
States in the most important districts and States of the Union,
$7,500 per annum. Now we have lifted these young boys out
of their jobs at $3,600 to $4,500 a year and made them mem-
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bers of the Board of Tax Appeals and it is proposed now to
increase their salaries to $10,000 per annum.

I think it is unfair. It may not be defended it seems to me
by any Senator. I am willing that they shall receive the same
compensation that is now received by the district judges of
the United States, to wit, $7,500 per annum. This salary is
more than is received by the judges of the supreme court of a
majority of the States of the Union. Why these young boys,
many of whom went into the bureaus as young boys 22 or 23
years of age and have been there only a few years, should be
transplanted to these positions and then receive more than the
Federal judges of the United States, many of whom are law-
yers of distinction and character and ability and who have
been practicing their profession for 20 or 30 years, surpasses
my comprehension, I repeat that I do not think it can be de-
fended, and if seems to me the Senate should unanimously
reject the amendment tendered to the Iaw and limit these men
to the compensation which they are now receiving, $7,500 per
annnm.

The VICE PRESIDENT. The question is on the amendment
offered by the junior Senator from Utah.

Mr, BMOOT, Let us have the yeas and nays.

The yeas and nays were ordered.

Mr. ASHURST. I would like to have the question stated.

The VICE PRESIDENT. The question is upon the amend-
ment of the junior Senator from Utah relating to the compen-
sation of members of the Board of Tax Appeals, striking out
$10,000 and inserting $7,500. The clerk will call the roll.

The Chief Clerk proceeded to call the roll.

Mr. COPELAND (when his name was called). On this
matter I have a pailr with my colleague, the senior Senator
from New York [Mr. Wansworta]. If he were here he would
vote “nay” and as I intend to vote that way, I am at liberty
to vote. I vote “nay.”

Mr. FERRIS (when his name was called). I have a pair

with the semior Senator from Kansas [Mr. Curris]. In his
absence I withhold my vote.
Mr. FLETCHER (when his name was called). T have a

general pair with the senior Senator from Delaware [Mr. pu
Poxt]. In his absence I withhold my vote. If permitted to
vote, I would vote “ yea.”

Mr. McLEAN (when his name was called).
with the Senator from Virginia [Mr. Grass].
I withhold my vote.

Mr. PEPPER (when his name was called). I transfer my
pair with the junior Senator from New Mexico [Mr, BraTron]
to the junior Senator from Minnesota [Mr. ScHALL] and vote
“nay."”

The roll call was concluded.

Mr, BLEASE. Making the same announcement as to my
pair with the junior Senator from Missouri [Mr. WirLiams],
I withhold my vote.

Mr. McLEAN. I transfer my pair with the Senafor from
Virginia [Mr. Grass] to the Senator from Vermont [Mr,
GeeeExg] and vote “nay.”

Mr. McNARY. I again announce my pair with the Senator
from Maryland [Mr. Brrce]. I am advised that if he were
present he would vote as I intend to vote. I vote “nay.”

Mr. JONES of Washington. The senior Senator from Kan-
sas [Mr. Cueris] is detained from the Senate on account of
illness, - He is paired with the junior Senator from Michigan
[Mr. Fergis].

I desire to announce the following general pairs:

The Senator from Iowa [Mr. BrooxHART] with the Senator
from Arkansas [Mr. CARAWAY];

The Senator from Maine [Mr. Feryarp] with the Senator
from New Mexico [Mr. JoNEs];

The Senator from Connecticut [Mr. Bixamam] with the Sena-
tor from Nevada [Mr. PrrrMan] ;

The Senator from Colorado [Mr., MEeANs] with the Senator
from Texas [Mr. MayrIELD] ; and

The Senator from Illinois [Mr. McKinrtEY] with the Senator
from Virginia [Mr. Swassoxn].

The result was announced—yeas 19, nays 41, as follows:

I have a pair
In his absence

YEAS—10
Conzens Kendrick Nye Trammell
Dill King Overman Tyson
Frazier MeKellar Reed, Mo. alsh
Harreld Neely Sheppard Wheeler
Harris Norris baipstead

NAYS—41
Ashurst Dencen Heflin Metecalf
Bayard Jones, Wash. Aoses
Broussard Edwards Keyes Norbeck
Butler Fess La Follette Oddle
Cameron Gerry McLean Pepper
Capper Gof? MeMuster Phipps
Copeland Hale McNary Pine
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Ranadell Shortridge Stanfield Willls
Reed, Pa, Simmons Warren
Rubinsen, Ind, Bmith Watson
Backett Bmoot Weller

NOT VOTING—36
Bingham Dale Gooding Means
Blease dn Pont Greene FPittman
Borah Ernst Harrison Robinson, Ark.
Bratton Fernald Howell chall
Brookhart Ferris Johnson tephens
Bruce Fletcher Jones, N. Mex. Swanson
Caraway George Lenroot Underwood
Cumming Gillett McKinley Wadsworth
Curtis Glass Mayfield Williams

So Mr. Kive's amendment was rejected.

Mr, KING. Mr, President, I submit the amendment which
I send to the desk and ask for its adoption.

The PRESIDING OFFICER. The amendment will be
stated.

The CaI1EF CLERK.
lowing :

Deductions for the amortization of facllities constructed, erected,
installed, or acquired on or after April 6, 1817, for the production of
articles contributing to the prosecution of the war against the Ger-
man Government shall not be allowed in ecases where the facility
acquired was an operating plant when acquired by the taxpayer, in
cases where the construction, erection, imstallation, or acquisition of
the facility was contracted for prior to April 6, 1917, nor In cases in
which such amortization was not claimed at the time of filing the
return of the taxpayer for the years 1018, 1018, 1920, or 1821,

No deduction for the amortization of facilities retained in postwar
use by the taxpayer in excess of the difference between the cost of
such facility and the cost of replacing such facility on March 3, 1924,
shall be allowed unless such facllity consists of a single indivisible
unit, the size of which exceeds the taxpayer's postwar requirements,
when future requirements are duly considered. In case the facility
upon whiech amortization is claimed 18 a single indivisble unit, the
gize of which exceeds the taxpayer's postwar requirements, when
future requirements are duly considered, the amortization allow-
able ghall be the difference between the cost thereof and the March 3,
1924, cost of acguiring a facility of size adequate to meet the tax-
payer's postwar requirements,

All allowances of deductions from the income of 1918, 1919, 1920,
and/or 1921 for the amortization of war facilities heretofore made in
cases in which a final determination of tax has not been made upon
the approval of this act and in cases pending before the Board of Tax
Appeals shall be redetermined in accordance with the provisions of
this section,

Mr. KING. Mr. President, the purpose of the amendment
which I have offered is to make certain the deductions for
amortization of war facilities, as authorized by the revenue
act of 1918, as amended by the revenue act of 1921, and to
rectify the abuses which have been manifested in the admin-
istration of amortization allowances by the Bureau of Internal
Revenue. The original act provided that in the case of build-
ings, machinery, equipment, or other facilities constructed,
erected, installed, or acquired on or after April 6, 1917, for the
production of articles contributing to the prosecution of the
war against the German Government, a reasonable deduction
for the amortization of such part of the costs of such facili-
ties as had been borne by the taxpayer should be made, but
not including any amount otherwise allowed by a previous act
of Congress as a deduction in computing net income.

For the years 1018 1019, 1920, and 1921 the statute author-
jized corporations whose war activities had come within ifs pro-
visions to file claims for reasonable allowaneces for the amorti-
zation of the cost of war facilities. The revenue act of 1921,
however, amended the provisions of the law governing amorti-
zation deductions and provided that deductions for amortiza-
tion of war facilities should be allowed against the gross in-
come for any taxable year ending before March 3, 1924, if
claim for amortization had been made at the time of the filing
of corporation returns for any of the taxable years 1918, 1919,
1920, or 1921. The act of 1021 further authorized the com-
missioner at any time prior to March 3, 1924, at the request

On page 93, after line 8, insert the fol-
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of the taxpayer, to reexamine the return, and if he found as
a result of an appraisal or from other evidence, that the de-
duction originally allowed was incorrect, the income, war-
profits, and excess-profits taxes for the year or years affected
shall be redetermined and the amount of tax due upon such
redetermination, if any, should be paid upon notice and de-
mand by the collector, or the amount of tax overpaid, if any,
should be credited or refunded to the taxpayer in accordance
with the provislons of section 252 of the revenue act,

The total amount of amortization which had been allowed
by the amortization engineers up to April 25, 1925, was §596,-
034,613, and claims amounting to an additional amount of
$75,171,169 were pending on that date.

The staff of the investigating committee has examined all
allowances for amortization exceeding $500,000. The allow-
ances exceeding $500,000 aggregated $425,921045 on April 25,
1925. Of this amount the allowances in cases which are still
open for reconsideration aggregate $253,120,717 and the balance
can not be reconsidered because of statutory inhibition.

The committee stafl found that in the case of allowances ex-
ceeding $500,000 allowances aggregating $210,665,360 were con-
demned by the rulings of the solicitor. Of this amount the ree-
ommendation of allowances aggregating $71,127,669 is barred
by statute, but improper allowances aggregating $139,537,0691
are involved in cases in which the tax has not been finally de-
termined but in which the amortization claim has been passed
upon by the engineers of the burean. As the tax has not been
determined, the tax on $139,537,691 on improper amortization
allowances in cases involving more than $500,000 can still be
saved in addition to the tax upon similar improper allowances
in cases involving less than $500,000, the amount of which we
do not know.

Under the amortization provisions as amended by the act
of 1921, which vested in the commission discretionary power
to reopen and reexamine returns to find if deductions there-
tofore made were incorrect, additional claims for amortiza-
tion were filled by the group of corporations whose separale
claims exceeded $500,000, which increased the amount claimed
by this group from $331,527,046.18 to the amount of $635,934 -
023.16, or to nearly double the amount which had been origi-
nally claimed. I desire to bring to the attention of the Senate
some instances of the manner in which these claims were
increased when the act authorized the commissioner to reex-
amine the returns. The Air Reduction Co. increased its
claim from $541,839.96 to $1,126,658.95. The Allen Wood, Iron,
& Steel Co. increased its claim from $566,185.50 to $2,817,232.03.
The Allegheny Steel Co. inereased its claim from $201,375.94 to
$718,701.10. The Allis Chalmers Manufacturing Co. increased
its claim from §598,908.61 to $1,573,171.59. The Aluminum
Co. of America increased its claim from $6,825,697.36 to
$18,268,435.82. The Atlantic Refining Co. increased its claim
from $3,498 676.88 to $0,293,733.28. The Colt Patent Firearms
Co. increased its claim from $2,871,036.92 to $6,734,144.25. The
H. I. du Pont de Nemours Co. put in a claim for $17,000,000.
The Bethlehem Steel Co. put in a claim for $48,000,000. The
United States Steel Co. put in a claim of $86,411,952.61. These
figures indicate the amount of claims put in a few cases and
illustrate the manner in which claims which had been filed
in 1918, 1919, 1920, and 1921 were subsequently inflated under
the provisions of the act of 1921 which allowed the commis-
gioner to reexamine amortization returns and redetermine
amortization deductions.

In a group of 24 corporations, amortization deductions were
allowed in the sum of $£30,520,823.23, which resulted in tax
refunds in the sum of $5,417,886.88, credits against future taxes
in the amount of $1.616,987.74, and tax abatements in the sum
of $4,5622155.44, producing total refunds ecredits and abate-
ments of taxes in the sum of $11,457,030.08 for this small group
of corporations.

I ask that this table be inserted in the Rrcorp as a part of
my remarks.

There being no objection, the table was ordered to be printed
in the REcorp, as follows:

Details of the refunds and abatement of tazes for corporations in this group.

Overassessments granted on account of amortization allowances
Name and address of taxpayer :
Amount ol
- AATLEREOR Refunds Credits Ahatements Total

Camden Forge Co., Camden, N. Joo o i L iiiiil $1, 336, 820. 77 $432,307. 25 $65,153. 14 $52, 360. 3 £570, 829. 62
International Motor Truck Corporation, New York City 1 oo ommcmcomreaceeaa DO BMLO0 ) e 515, 208. (3 B15, 208. (3
Eharon Steel Hoop Co., Sharon, Pa_______________ 682, 671 67 P SRS SRt PN RN W SRR 208, 143. 76
Btandard Shipbuilding Co., Shooters Island, N. Y. 218,871. 67 ' L ) SNSRI 111, 184, 43 160, 208. 45
e S B 912, 043. 09 IR PCOB il L s 161,425, 00 275, 285, 17

1 Also on account of increase in invested capital.
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Details of the refunds and abatement of tares for corporations in this group—Continued

Overassessments granted on account of amortization allowances
Name and address of taxpayer o bt .
moun| "
stortiation Relunds Credits Abatements Total

J. G. Brill Co., Sixty-second and Woodlawn, Philadelphia, Pal..eeeeecaaren- $562, 513. 66 $460, 866, 08 2640, 566, 98
Avery Qo FPeorta, TV 0 s o - 802, 427. 40 $287, 350. 25 2ot 287,350, 25
Clevetand Worsted Mills Co., Cleveland, Ohio 1. ok 185, 355. 26 5 422, 438. 86 422 43888
Pratt & Whitney Co., 111 Broadway, New York City - oeen e emermccerneecn- 342, 626. 40 253, 253. 04 253, 253, 64
The Barrett Co. of New Jersey, New York City ! 478, 065. 62 178, 584.17 737, T60. 07
Morse Dry Deck & Repair Co., Brooklyn, N. ¥ 668, 316. 17 MR 00285 |l 208, 002, 65
Federal Steamship Corporation, 78 Broad Street, New York City 3. _...._.... 125, 444. 47 T IR |t r i 754, 182, 58
Dravo Contracting Co., Pittsburgh, Pas .. i 158, 80068 |.ocoouc iooioood $206, 439, 11 249, 027.91
Weirton Steel Co., Weirton, W. Va. . ceeeaaaail 1, 320, 063. 00 270, T18. 97 532, (80. 42 802, 799, 39
Alan Wood, Iron & Steel Co., Philadelphia, Pa 1, 705, 726, 40 452, 171. 86 45, 300. 05 512 062.25
National Acme Co., Cleveland, Obio________ 643, 876. 24 108, 862, 71 156, 509, 64 | 55, 462. 35
Aluminum Co. of America, Pittsburgh, Pa. .ol 10, 378, 778, 56 208, 570, 21 510, 044. 21 808, §14. 42
D o S e ot s bt e o e S kAl i e 8 e o i L E L 5, 066, 730. 20 BU2,608.48 | 602, 653, 48
Rawling & Harnischf; Co., Milwankee, Wis.b._ 351, 040, 70 - 365, 530. 27
Btewart Warner Speedometer Cor, on, Chicago, TS o .. ...l 425, 310.09 428, 980, 49
CGroat Lakes Engineering Works, Detroit, Mich AB0 B8 TR | =il & 2056, 201, 37
Andrews Steel Co., Newport, Ky ._______.._____. 1,484, 343. 43 VR e ] 784, 077. 28
Peet Bros. Manufacturing Co., Kansas City, Kans* __________________________ 410, B68. 88 106, 455. 01 1,281 17 428, 195, 89
Munson Steamship Line, New York City..--caa-oa T8 473,04 | 570, 931. 04
30, 520, 823, 23 §, 417, BB6, 88 1, 5186, 987, 74 11, 457, 030. 06

I Also on account of increase in invested capital.
1 Also on account of depreciation allowance of $220,807.92
% Also on aceount of miscellaneous deduction allowed in

Mr. KING. The total amount of such refunds, credits, and
abatements made under the discretionary power given the
commissioner to reopen claims for amortization is not forth-
coming, or, rather, has not been made public. If the time per-
mitted, the commissioner should be requested to furnish this
information to Congress, so that it conld be considered in con-
nection with the amendment I have proposed.

The most vicious thing in connection with this whole amor-
tization question has been that the law was left wide open as
to the discretion of the com:missioner in allowing amortization
deductions and redetermining and adjusting taxes for the years
from 1918 to 1924. The actual administration of the law has
been left to section chiefs and subordinates. each of whom
geems to have pursued his own particular method of fixing up
these claims. No such control was exercised by those in au-
thority which would have brought uniformity or equality in the
administration of the act. Cases were seftled upon flagrantly
ineguitable bases by which the Government was defrauded of
millions of dollars of taxes and the grossest kinds of inequities
perpetrated as between corporate taxpayers.

The ingenuity of crafty accountants was enlisted to the
limit to present inflated claims in the moSt plausible aspect,
and the most skillful tax agents obtainable were permitted to
haggle and negotiate for the settlement of these claims with
the less expert or indifferent employees of the Government.
Tacilities having no relation to each other were lumped to-
gether in amortization claims which made it impossible fo
consider the claim of any particular facility or equipment for
amortization as a war facility. It was not until August, 1923,
that a ruling was handed down by the then Solicitor of In-
ternal Revenue in the J. I. Case Threshing Machine Co. case,
which held that a claimant corporation was not entitled to
the amortization of so-called war facilities which had been
continued in full use since the war, and which had, in fact,
been added to and expanded to accommodate the postwar
business of the company. Even this ruling was not published
until November 3, 1924, which was nearly 15 months after the
decision was made and eight months after the expiration of
the period within which redetermination of amortization al-
lowances could be made, which had been fixed by the act at
March 3, 1624, The decision in this case, while wholesome in
itself, was rendered nugatory as far as its application to other
cases was concerned by the lassitude or willful negligence
of officials in the bureau in failing to publish the decision
and make it available for application in other cases pending
in the bureaun and for the information of the public. In cases
involving allowances of over $500,000 made by the appraisal
section up to April 30, 1925, amortization deductions in the
sum of $425,921.945.92 had been allowed, of which more than
$210,000,000 consist of allowances which ean not be supported
by the solicitor's opinion or justified upon sound engineering
principles.

In the group of corporations which recelved amortization
allowanees of $300,000 or over there are 8253,120,717.15 of these
allowances involved in cases which are in such legal status
that they may be reopened and the findings correcied. This

the amount of $602,103.06

4 Also on sceount of applying 1919 loss of $485,839.76 against 1917 incoma
¢ Also a deduction for error in computing inventories.
% Also increase in invested capital :

should be done for the protection of the Government and to
reirieve some of the taxes which have been lost or remitted be-
cause of the maladministration of the law.

The largest single claim for amortization was that filed by
the United States Steel Co,, in the sum of $86,411,952.61, of
which the ecomimissioner allowed $55,063,312.60. This case is
not technically closed, and it is asserted that not more than .
$27,136,899.99 may properly be allowed. The allowance made is
double that which should have been made, and the amount
claimed is about treble that to which the Steel Corporation
was entitled. : :

The Bteel Corperation has been given allowances covering
the amortization of the costs of facilities which were con-
tracted for, and in some ecases installed prior to, April 6,
1917, the date fixed by Congress for the initiation of amortiza-
tion claims. The Steel Corporation was allowed amortization
in the specific amount of $2,789,185.49 on account of common-
carrier railroads, whose stock it owned, notwithstanding the
fact that the law did not contemplate amortization of the
cost of railroad construction or equipment, and notwithstand-
ing the fact that the United States Distriet Court for the
Eastern District of Virginia had ruled in Hampten and Langley
Field Railroad Co. v. Noel, collector (500 Fed. 488), that the
claimant railroad company was not entitled to amortize the
cost of its road between Hampton and Langley Field, Va.
These United States Steel Co. railroads were allowed amorti-
zation merely because their stock was owned by the Steel Cor-
poration and for no other reason. :

A group of six other corporations owning the stock of com-
mon-carrier railroads were also Improperly allowed amortiza-
tion deductions in the sum of $1,557,036.30.

Another group of four corporations was allowed awmortiza-
tion deductions in the sum of $2,418,755.99 covering pipe lines,
rvhjch was also a subject of amortization not included in the
aw.

Another group of eight corporations was allowed smortiza-
tion deductions on dwelling houses in the sum of $4,426,821.67.

Another group of 11 corporations was allowed amortization
deductions on tank, refrigerator, and gondola cars in the sum
of $4,777,017. :

Another group of 16 corporations was allowed amortization
on the value of land in the sum of $2,664,007.71. It certainly
was not intended by Congress that amortization covering the
depreciation of land values should be deducted from gross in-
come, thus avoiding the payment of taxes on the amount
deducted. If this had been the intent of Congress, every
farmer in the Middle West or in other parts of the country
who purchased land at inflated values to produce crops
for war uses, and who sustained losses by reason of the set-
tling of these land values to more normal levels, conld claim
amortization deductions.

The foregoing examples of improper and, indeed, illegal
allowances were discovered by the staff of the committee ap-
pointed by the Senste to investigate the Bureau of Internal
Revenue. The specifications of these cases will be found in
the printed report of the committee. They were found among
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the cases in which allowances in excess of $500,000 had been
made. There were only 108 corporations in this class, The
total number of corporations filing claims was 3,334,

The manipulation of the accounts of the United Btates Steel
Co..and the improper allowances made for the benefit of thal
corporation alone deprived the Government of over $21,000,000
in taxes.

The discovery aund revelation of the facts as affecting the
amortization allowances made to the United States Steel Cor-
poration presented such a flagrant case of abuse of the law,
that the present Solicitor of Internal Revenue in a well-rea-
soned opinion announced and published October 26, 1925, re-
opened the case involving the United States Steel Corporation's
claims for amortization and announced more rational and
sound prineiples for the determination of these claims in pur-
suance of which it is hoped that $27,000,000, or one-half of the
amount heretofore allowed, will be vacated in the final award.
But the redetermination of the case of the United States Steel
Corporation does not mean that other cases will be reopened
or that this opinion will be effective to correct and vacate the
great volume of improper amortization allowances which are
known to have been made or to retrieve for the Government
tens of millions of taxes of which it has been deprived by an
improper and, indeed, illegal application and administration
of the law.

In the casés where corporations installed facilities or equip-
ment for the production of war materials, and found upon the
conclusion of the war that these facilities were not adapted to
use in the regular peace business of the corporation, and the
corporation has in fact discarded such facilities, there can be
no question but that the corporation, under the law, was enti-
tled to amortize the cost of such equipment, less its salvage
value. And where this has been done and the allowance
of a corresponding amortization deduction has been made from
otherwise taxable income, no question has been raised as fo
the propriety of such deduction. The committee investigating
the Bureau of Internal Revenue di¢ not gquestion any such
deductions. But in cases where corporations have merely
abandoned old, worn-out, and obsolete equipment, or have
bought up the plants of competing corporations to put them
oi:- of business, and thus be rid of their competition, or have
merged and consolidated existing plants and structures in
one ownership, in none of which cases was the productive
capacity of the country increased for the service of the war, it
can not be said that amortization deductions are proper in
these cases under the guise of amortizing the cost of increased
war facilities, Some of these combinations of corporate prop-
erties were taken over at their values as going concerns, and
these properties were then scrapped at their salvage values,
and a claim put in for amortization of the difference in these
values, although the action taken contributed in mo wise to
the prosecution of the war as such, arnd the expenditure or cost
of the properties was in no wise the cost of new, additional, or
increased war facilities.

Practically all of the corporations making claims for amor-
tization allowances extended their regular plant and equip-
ment during the war years. These expansions, however, were
in the nature of extensions of the normal facilities and equip-
ment of the corporation and resulted merely in an enlarged
capacity for the production of commodities within the regular
line of the corporate activities. In many of these cases the
corporations concerned have not only continued in use in their
regular postwar business the facilities and equipment the
cost of which they have been allowed to amortize, but they
have actually added new equipment and structures of fhe
same character to accommodate their postwar business. The
facts show that the production of many of the corporations
involved in these amortization claims has been inereased and
is increasing. The United States Steel Corporation, for exam-
ple, since the close of the war has made capital charges under
the head of new plant expenditures which have exceeded its
war expenditures under the same head. In many cases facili-
ties claimed to be amortizable because of excess capacity have
been duplicated by additions to plant made since the war.

The Atlas Crucible Steel Co., for example, was allowed
amortization deductions based upon alleged surplus eapacity
resulting from war expansion, although this corporation had
in fact Increased it: postwar capital expenditures for facili-
ties of the same nature upon which amortization was claimed
and allowed.

The Firestone Tire Co., for further example, elaimed amor-
tization because of an alleged surplus of capacity resulting
from war expansion, notwithstanding the faet that this cor-
poration had large postwar capital expenditures to increase
plant capacity.
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The Aluminum Co. of Ameriea had greater production in
1923 than it had in 1919, yet this company has been allowed
amortization deduetions from otherwise taxable income in the
amount of $15,589,614.39, based upon a finding of 44 per cent
surplus capacity.

I will not enter into a discussion of the technical rules and.
ratios of normal costs to war costs which have been applied
by some bureau engineers in determining amortization claims
submitted to them except to gnote this observation from the
report of the commiitee which investigated the bureau:

Each individual engineer sppears to have been permitted to follow
his own whim as to whether a taxpayer should be allowed the loss
due to reduced replacement costs in addition to the loss due to
reduced value in use. Some engineers followed the consistent policy
of allowing amortization upon both reduced value in use and reduced
replacement costs. Bome engineers allowed amortization for reduced
value In use only when it exceeded the loss dne to reduced replace-
ment cost, and in such event applied the valuein-use percentage to
the war cost. Other engineers appear to have flitted from one school
of thought on this subject to the other. Thus the amortization deter-
mination in the Aluminum Co. of America case and in the United
Btates Steel case was made by the same engineer, but in the steel case
amortization was based on both loss of use and on reduced replacement
cost, while in the Aluminum Co.'s case it was base. upon loss of use
only.

In many cases estimates of future production for a portion
of the postwar period have been made and applied when the
facts as to the actual production for the years involved in the
estimates and showing present use of the alleged surplus facili-
ties have been ignored by the engineers passing upon the claims
for amortization allowances. Cases of this charaecter are those
of the Allis-Chalmers Manufacturing Co., Aluminnm Co. of
America, Anierican Rolling Mills Co., Bartlett-Hayward Co.,
and Colorado Fuel & Iron Co.

In some cases normal postwar capacity requirements of cor-
porations has been based upon the single year 1921, which is
known to have been a poor year, and available facts as to in-
creased production in 1922, 1923, and 1924 have been ignored.
Cases of this kind are the Allen Wood Iron & Steel Co., the
Alleghaney Steel Co., Atlas Crucible Steel Co., and Camden
Forge Co.

The conclusion of the committee upon these matters was thus
stated in their report:

It is therefore our position that there iz no legitimate basis for the
amortization of anything, except the loss on discarded facllities and
the excefs war cost of facillties retalned in use, unless the facility
retained in use is a single unit of excess size, in which case the amorti-
zation should be the difference between the cost and the postwar cost
of reproduction of a facllity of size adequate to meet the peak demands
of the business when reasonable future expansion is duly considered.

The report also contains this general conclusion:

An examination of every large amortization allowance fails to show
a single case where amortization was allowed for the loss of value
in use because of an excess number of units in which the facilities,
held to constitute a valueless surplus of capaclty would oot be sooner
or later absorbed as replacements.

The amendment which I submit is intended to correct the
maladministration of the amortization provisions of the law
which have been found to exist by the investigation by the
Senate committee charged with that duty.

The amendment provides that deductions for amortization
shall not be allowed with respect to any facility not con-
structed or contracted for prior to April 6, 1917; to any faecil-
ity which was an operating plant when acquired by the tax-
payer; to cases in which amortization was not claimed in the
return filed by the taxpayer for the years 1918, 1919, 1920, or
1921; to any facility retained in postwar use by the taxpayer,
except as to the difference between the cost of such facility
and the cost of replacement of same as of March 3, 1924; or
to cases in which the facility consists of a single individual
unit the size of which exceeds the taxpayer's postwar require-
ments, in which case the future capacity requirements are to
be considered, and the amortization allowed shall be the dif-
ference between the cost of such facility and the cost as of
March 3, 1924, of acquiring a facility of proper size to meet
the taxpayer's postwar requirements.

The amendment further provides that all deduoetions from
the gross income of corporations for the years 1918, 1919,
1920, or 1921 on account of the amortization of war facilities
which have heretofore been allowed, but in which a final de-
termination of the tax has not been made at the date when
the pending bill becomes an aet, or which are pending before
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the Board of Tax Appeals on said date, shall be redetermined
in accordance with the provisions of the amendment,

This amendment has been drawn adyvisedly and for the
definite purpose of correcting abuses of the administration
of amortization allowances, which have been actually found
by the investigation of the Senate committee. The amendment
is designed to protect the Government, to equalize amortiza-
tion allowances between corporate taxpayers, and to retrieve
for the Treasury many millions of revenues of which the Gov-
ernment has been illeznlly deprived. I commend the amend-
ment earnestly to the Senate. No partisan considerations
are involved. If the amendment be viewed whelly from the
standpoint of equity and justice and a vindication of the rights
of the Government, the reasons calling for its enactment are
convineing and conclusive.

The VICE PRESIDENT. The question is on agreeing to the
amendment proposed by the junior Senator from Utah.

The amendment was rejected.

The VICE PRESIDENT. The bill is still in Committee of

the Whole and open to amendment. If there are no further |

amendments to be proposed, the bill will be reported to the
Henate,
The bill was reported to the Senate as amended.

The VICID PRESIDENT. Separate votes have been reserv_gd !
on amendments relating, first, to the estate tax on page 170, |

by the Senator from New Mexico [Mr. Brarrox]; second,
to the admission tax on page 224, by the Senator from Utah
[Mr. Saoor]; third, to the amendment after line 10, on page
334, by the Senator from Washington [Mr. JoNes]. Is a sepa-
rate vote desired by any other Senator on concurring In any
‘other amendment made as in Committee of the Whole?

Mr. KING.
covered that there are other votes that were reserved, will
our failure to so announce now preclude us from asking for a
separate vote?

The VICE PRESIDENT. No. If no other separate vote is
desired, the question will be taken upon concurring in the
amendments made as in Committee of the Whole upon which
no separate vote is reserved. .

Mr, OVERMAN. I ask for a separate vote on the question

f raising the taxes on corporations from 12145 per cent to 1314

r cent.

Ir. REED of Pennsylvania, In that case I ask for a sepa-
rate vote on the repeal of section 700, the capital-stock tax
provizion,

Mr. NORRIS. I think we ought to have a separate vote on
the eommittee amendment regarding the inheritance tax.

Mr. REED of Pennsylvania. That has been reserved by the
Senator from New Mexico [Mr. BRATTON].

Mr. NORRIS. Very well

The VICE PRESIDENT. If there is no objection, the ques-
tion will be taken on concurring in the amendments upon which
no separate vote has been asked. Hearing no objection, it 18 so
ordered, and the amendments made as in Committee of the
Whole upon which no separate vote has been reserved are con-
curred in. The question now is on concurring in the amend-
ment to the estate-tax provision on page 170, a separate vote
on which was reserved by the Senator from New Mexico [Mr.
BrATTON |.

Mr. ASHURST. 1 ecall for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll and Mr. AsHURsST answered in the affirm-
ative.

Mr, DILL. Mr. President, will the Chair state the amend-
ment so we may know what we are voting on?

The VICE PRESIDENT. The clerk will state the amend-
ment.

Mr. SIMMONS. That would involve the reading of a very
long amendment.

Mr. McKELLAR. May not the Vice President state the
amendment ?

Mr. HEFLIN. Some one can explain it briefly.

Mr. ASHURST. No one can explain it now, because I
have responded to the roll call. The Chair can state the
amendment, of course.

Mr. DILL. We have a right to know which way to vote.

Mr. REED of Missouri. I call for the reading of the
amendment,

Mr. REED of Pennsylvania. A point of order. The roll
call has commenced. It is not in order now to read the amend-

ment.

Mr. SMOOT. Mr. President, a parliamentary inquiry. What
is the guestion before the Senate? A

The VICE PRESIDENT. The question Is upon concurring
in the amendment as in Committee of the Whole to strike out
from page 170 to page 208, and insert in lieu thereof the com-

If upon examining the Recorp It shall be dis-

RECORD—SENATE

mittee amendment with reference to inheritance taxes on pages
208 to 212, as amended.

Mr, SMOOT. The question is as to whether we shall concur
in the commlittee amendment or not.

The VICE PRESIDENT, Yes.

Mr. DILL. What I desire to know is If I vote “yea" do I
vote to abolish the Inheritance tax, or if I vote “nay” do I
vote to abolish the inheritance tax?

Mr. REED of Pennsylvania. A vote “yea” is in favor of
the repeal of the inheritance tax.

Mr. DILL. That is what I want to know.

The Chief Clerk proceeded to call the roll.

Mr. NORRIS (when Mr. BRookHART'S name was called). The
junior Senator from Towa [Mr. BrookHART] is paired wlith the
junlor Senator from Arkansas [Mr. Caraway]. If the Senator
from Iowa were present he would vote “nay.”

Mr. JONES of Washington (when the name of Mr. Custis
was called). The Senator from Kansas [Mr. Curtis] is neces-
sarily absent on account of the condition of his health, He is
paired with the Senator from Michigan [Mr. Ferris]. If he
were present, the Senator from Kansas would vote “ yea.”

Mr. FERNALD (when his name was called). I have a gen-
eral pair with the senior Senator from New Mexico [Mr.
Joxes]. I transfer that palr to the senior Senator from Ver-
mont [Mr. GReeNE] and vote “ yea.”
| Mr. FERRIS (when his name was called). I have a pair
1 with the Senator from Kansas [Mr. Curtis], If I were allowed

to vote, I should vote “ nay.” I withhold my vote.

Mr. FLETCHER (when his name was called), I have a gen-
| eral pair with the Senator from Delaware [Mr. pu Poxt]. As

he would vote as I shall vote on this question, I am at liberty
to vote. I vote * yea.”

Mr. HOWELL (when his name was called). I have a pair
with the senior Senator from Kentucky [Mr. Erxst] and
therefore withhold my vote. If I were allowed to vote, I should
vote “nay.”

Mr. NORRIS (when Mr. JoENsON'S name was called). I
desire to announce that the Senator from California [Mr.
Jouxson] is unavoidably absent. He is paired with the Sen-
ator from Arkansas [Mr. Rosr~sox]. If the Senator from
California were present, on this question he wculd vote “ nay.”

Mr, McNARY (when his name was called). I have a pair
with the Senator from Maryland [Mr. Bruce]. Not knowing
how he would vote, I withhold my vote. If permitted to vote,
I should vote “nay.”

Mr. PEPPER (when his name was called). On this question
I have a peir with the junior Senator from New Mexlco [Mr.
Brarron]. I am Informed that if present he would vote as I
intend to vote. Therefore I vote. I vote  yea.”

The roll call was concluded.

Mr. JONES of Washington. I desire to announce the fol-
lowing pairs:

The Senator from Illinois [Mr. McKinrLEY] with the Senator
from Virginla [Mr. Swanson];

The Senator from Colorado [Mr. Means] with tlie Senator
from Texas [Mr. Mayrierp] ; and
| The Senator from Connecticut [Mr. Binemam] with the

Senator from Nevada [Mr. PrrTMax].

Mr. SIMMONS. T have been requested by the Senator from
{ Arkansas [Mr. Roeinsox] to announce that if he were present
he would vote “ yea."

Mr. NEELY. On this question I am paired with the senior
Senator from New York [Mr. WapswortH]. If he were pres-
ent, he would vote *“yen,” and if I were at liberty to vote I
should vote ‘““nay." :

Mr. BLEASE. I am paired with the junior Senator from
Missouri [Mr. Witriams]. If he were present, he would vote
“yea,” and I should vote “ nay."”

Blr. JONES of Washington. The senior Senator from Wis-
consin [Mr. LENRoOT] I8 necessarily absent. If he were present
and voting, he would vote “nay.” The Senator from Vermont
[Mr. DacLg] is also necessarily absent. If he were present, he
would vote * yea."

Mr. HEFLIN. My colleague, the senior Senator from Ala-
bama [Mr. UnxpeErwoop], is unavoidably absent. If he were
present, he would vote “ yea."

Mr. HOWELL. As I have stated, I have a pair with the
senior Senator from Kentucky [Mr. Ernxsr]. I find I can
transfer that pair to the Senator from Wisconsin [Mr. LEN-
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rooT]. I make that transfer and vote “nay."”
The result was announced—yeas 40, nays 23, as follows:
YEAS—40
| Bayard Copeland Fernald Hale
| Broussard Denecn Fletcher Harrison
Butler Edge Gillett Heflin
Cameron Edwards Goff Kendrick




Keyes Pepper Backett Trammell
McLean Phipps Bhortridge Tyson
Metealf Pine Simmons arren
Moses Ransdell Bmith yatson
Oddie Reed, Pa. Smoot Weller
Overman Robinson, Ind. Stantield Willis
NAYS—23

Ashurst (ilass La Follette Reed, Mo.
Capper Harreld MeKellar Sheppard
Couzens Harris McMaster Bhipstead
Dill Howell Norbeck Walsh
Fess Jones, Wash, Norris Wheeler
Frazier King Nye

NOT VOTING—38
Bingham Dale Jones, N, Mex, Bchall
Dlease du Pont Lenroot Btephens
Borah Ernst {eKinley Bwanson
Bratton Ferris fcNary Underwood
Brookhart George Mayfeld Wadsworth
Bruce Gerr, Means Williams
Caraway Gooding Neely
Cummins (ireene FPittman
Curtis Jolinson Robinson, Ark.

So the committee amendment was concurred in.

The VICE PRESIDENT. The question is on concurring in
the committee amendment proposing to strike out Title V, on
page 224 relative to the tax on admissions and dues,

Mr. REED of Pennsylvania. I ask for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll,

Mr. COPELAND (when his name was called). On this gues-
tion I have a pair with my colleague the senior Senator from
New York [Mr. WapsworTH]. If he were here, he would vote
“nay”; and if I were permitted to vote, I should vote * yea.”

Mr, FERNALD (when his name was called). Making the
same announcement as before relative to my palr and its
transfer, I vote “ nay."

Mr. FERRIS (when his name was called). Making the same
explanation as before as to my pair, I withhold my vote.

Mr. FLETCHER (when his name was called). Announcing
my pair with the Senator from Delaware [Mr. pu Poxr], as on
the previous vote, I desire to say that 1 am advised that if
present the Senator from Delaware would vote on this vote
as I intend to vote. Therefore I am at liberty to vote, and I
vote “nay.”

Mr. PEPPER (when his name was called). I am paired
with the junior Senator from New Mexico [Mr, BrarroN]. Not
knowing how he would voie on this question, I withhold my
vote,

The roll eall was concluded.

Mr. PEPPER. 1 find that I can transfer my pair to the
junior Senator from Idaho [Mr., Goopixg]. I am therefore at
liberty to vote. I vote * nay.”

Mr. COPELAND. 1 announced that I had a pair with my
colleague [Mr. WapswortH]; but I find that I can transfer
that pair to the senior Benator from Alabama [Mr. UNDEg-
woon]. I do so and vote “ yea.”

Mr. BLEASE. I find that I can transfer my pair to the
Senator from Mississippi [Mr. StepaEsg]. I do so and vote
o _"f‘a."

Mr, FERRIS. I find that I can transfer my pair to the
Senator from Nevada [Mr. Prrrman]. 1 do so and vote “ yea.”

Mr. McNARY. Upon this amendment I feel that I can dis-
regard my pair, and with that understanding I shall vote. I
voie “yea.”

Mr. HOWELL. I have a pair with the senlor Benator from
Kentucky [Mr. Erxsr], and therefore withhold my vote. If
I were at liberty to vote, I should vote “ yea.”

Mr. JONES of Washington. I desire to announce that the
senior Senator from Kansas [Mr. Curtis] is necessarily absent
on account of ill health. He is paired with the Senator from
Michigan [Mr. Ferris]. If present and voting, the Benator
from Kansas would vote “ nay.”

I also desire to announce that the Senator from Vermont
[Mr. Darg] Is necessarily absent. If present, he would vote
u IlﬂY."

I also desire to announce that the Senator from California
[Mr. Joansox] is necessarily absent. He is paired with the
Senator from Arkansas [Mr. RoeinsoN]. If present, the Sena-
tor from California would vote * yea.”

Mr. SIMMONS. I desire to announce that the Senator
from Georgia [Mr. Grorce] is absent. If he were present, he
would vote “yea.” T also desire to announce that he would
have voted " yea™ upon the last amendment, with reference
to the estate tax.

Mr. JONES of Washington. The junlor Senator from Iowa
[Mr. Brooknart] is necessarily absent. He is paired with
the junior Senator from Arkansas [Mr. CARawAy]. If present,
the Senator from Iowa would vote * yea.”
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Mr. SHEPPARD. If my colleague, the junior Senator from
Texas [Mr. MayriELp], who is absent on account of illness,
were present, he would vote * yea."”

Mr. JONES of Washington. I desire to announce the fol-
lowing general pairs:

The Senator from Illinois [Mr. McKivrey] with the Senator
from Virginla [Mr. Swanson]; and

The Senator from Colorado [Mr. Meaxs] with the Senator
from Texas [Mr. MaYFIELD].

The result was announced—yeas 40, nays 27, as follows:

YEAS—40

Ashurst Ferrls McKellar Sheppa
Bayard Frazier McMaster Rhtpgten
Blease Gerry McNary Simmons

roussard Harreld eely Smith

apper Harris lorbeck Stanfield
Copeland Harrison Norris Trammell
Conzens Heflin Nye Tyson
Dl Kendrick verman alsh
Edge K lnI;; hipps Weller
Edwards La Follette Ransdell Wheeler

NAYB—27
Butler Glass Moges Backett
Cameron Goff Oddte Bhortridge
Dreneen Hale Pepper Smoot
Fernald Jones, Wash, Pine Warren
Fess Keyes Reed, Mo, Watson
Fletcher McLean eed, Pa, Willis
Gillett Metealf Robinson, Ind,
NOT VOTING—29

Bingham Dale Jones, N. Mex. tephens
Borah du Pont Lenroot anson
Bratton Ernst McKinley Underwood
Brookhart Geor; Mayfield Wadsworth
Bruce Gooding Means Williams
Caraway Greene Pittman o
Cummins Howell Robinson, Ark.
Curtis Johnson Behall

So the amendment made as in Committee of the Whole was
concurred in.

The VICH PRESIDENT. The Chair understands that the
Senator from Washington [Mr, Joxes] withdraws his request
for a separate vote upon the next amendment.

Mr. JONES of Washington. I do.

The VICE PRESIDENT. The bill is in the Senate and
open to amendment,

Mr. NORRIS obtained the floor.

Mr. SMOOT. Mr. President, was that amendment agreed to?

The VICE PRESIDENT, It was agreed to as in Committee
of the Whole.

Mr. SMOOT. Did the Chair announce that the amendment
was concurred in?

The VICE PRESIDENT. Without objeetion, the amend-
ments made as in Committee of the Whole will be concurred in.

Mr. REED of Pennsylvania. Mr, President, in order that
there may be no misunderstanding, I think the Recorp ought
to show that the Senator from North Carolina [Mr. OvERMAN]
withdraws his request for a separate vote on the corporation
income tax and that I withdraw my request for a separate
vote on the capital-stock tax; and I ask unanimous consent
that the votes whereby those amendments were agreed to as
in Committee of the Whole may be considered as concurred in.

Mr. REED of Missourl. Mr. President, there is some con-
fusion here, I am not sure that I understood the Senator.

Mr. REED of Pennsylvania. The Senator from Norih Caro-
lina reserved a separate vote on the corporation income tax.

Mr. HEFLIN. Mr. President, the Senator is now asking
that these amendments which were agreed to as in Committee
of the Whole be concurred in?

Mr. REED of Pennsylvania. Just that the action of the Com-
mittee of the Whole be concurred in.

The VICE PRESIDENT. Is there objeection?

Mr. REED of Missouri. Is this another coalition?

Mr. REED of Pennsylvania. No.

Mr. FESS, The same thing should be done with the amend-
ment offered by the Senator from Washington.

Mr. REED of Penusyivania, That has been done.

The VICE PRESIDENT. That has already been concurred
in, without objection.

Mr. FESS. He withdrew the request for a separate vote, but
there has been no action upon it.

The VICE PRESIDENT. It was done by unanimous consent,
The amendment by the Senator from Washington was con-
curred in, without objection. Without objection, the amend-
ments upon which separate votes were asked and the requests
withdrawn will be concurred in.

Mr. COPELAND. Mr. President, what became of the amend-
ments to section 600, the excise taxes? Were they con-
curred in?

The VICE PRESIDENT. They were concurred in.
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Mr. NORRIS. Mr. President, I offer the amendment which
I send to the desk.

The VIOCE PRESIDENT. The amendment will be stated.

The Cmier CLERE. On page 89 it is proposed to strike out
lines 10 to 12, inclusive, and to insert:

Eleven thousand six hundred and sixty dollars upon net incomes of
$100,000; and upon met incomes in excess of $100,000 and not in
excess of $200,000, 20 per cent in addition of such excess.

Thirty-one thousand six hundred and sixty dollars upon net incomes
of $200,000: and upon net incomes in excess of §200,000 and not in
excess of $400,000, 21 per cent in mddition of such excess.

Seventy-three thousand six hundred and sixty dollars upon net in-
comes of $400,000; and upon net incomes In excess of $400,000 and
not in excess of $600,000, 22 per cent in addition of such excess.

One hundred and seventeen thousand six hundred and sixty dollars
upon net incomes of $600,000; and upon mnet Incomes in excess of
$600,000 and not in excess of $800,000, 23 per cent in addition of such
EXCess,

One hundred and sixty-three thousand six hundred and sixty dollars
upon net incomes of $800,000; and upon net incomes In excess of
$800,000 and not in excess of $1,000,000, 24 per cent in addition of
guch excess.

Two hundred and eleven thousand six hundred and gixty dollars upon
net incomes of $1,000,000; and upon mnet incomes in excess of
$1,000,000, in addition 25 per cent of such excess.

The VICE PRESIDENT. The question is on agreeing to
the amendment offered by the Senator from Nebraska.

Mr. NORRIS. Mr. President, this amendment has not here-
tofore been offered or voted on in the debate in the Committee
of the Whole. The bill as amended in Committee of the Whole
provides for progressive taxes up to incomes of §100,000. It
then provides that all incomes in excess of that shall be taxed
20 per cent. This amendment commences with incomes of
£100,000, and goes on in progressive steps from Incomes of
$100,000 to incomes of $1,000,000, ending with 25 per cent on
all net ineomes above $1,000,000.

We voted in the Committee of the Whole on a similar amend-
ment that started at the same place and ended at the same
place, but with a progressive rate ending with 30 per cent.
This amendment has a maximum of 25 per cent. The 25 per
cent applies only to net incomes in excess of $1,000,000.

I am not golng at length over the discussion of the question
of the wisdom of stopping at $100,000; but I never could under-
stand, and I do not believe anybody else understands, if we are
going to have a progressive income tax at all, why we should
stop with incomes of $100,000 when there are so many incomes
that exceed $100,000. There was given the other day by the
Senator from Michigan [Mr. Couzexs], I believe, the number
of incomes in excess of $100,000. I have forgotien the number.
Does the Senator remember?

Mr. COUZENS. There were at least 4,0063.

Mr. NORRIS. The result of the commitiee bill, as we have
it now, iz that all persons receiving an income of a million
dollars have their income tax reduced 44 per cent. The very
place where an income tax can be paid without a burden,
where it can be paid easily, where it can be paid without any
hardship, is the place where we relieve them to the greatest
extent from taxation.

The income of a man of $50,000, as I remember—perhaps it
was $46,000—is reduced by this bill 27 per cent, or something
of that kind. At least, the great reduction comes to the man
with the million-dollar income. If we are going fo levy a tax
on the theory that we will levy it where it will be the least
burdensome, I can see no reason why we should stop with
$100,000. 2

Now, I would like to say just a word to Senators on the
other side of the aislee. We have heard over and over again
the story which brought about this coalltlon between the Demo-
crats and Republicans on the Finance Committee. It has been
told over and over again, untll we are famillar with it, and
we all know that the first proposition which the Democratic
minority on that committee had, when they went to the ma-
jority, was that they were going to stand for a maximum rate
of 25 per cent.

Mr. SIMMONS. No; 25 per cent unless the majority agreed
to a reduction.

Mr. NORRIS. Very well, put it that way; 25 per cent
unless the majority agreed to the reduction on the men who
are getting small incomes, namely, incomes between $26,000
and $100,000. e

Alr. SIMMONS. $24,000 and $100,000.

Mr. NORRIS. But the maximum which the Democrats had
in mind was 26 per cent. We must not believe for a moment
that they did not honestly think that 25 per cent was a good
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maximum to fix upon and was a fair rate to settle upon as a
maximum,

Mr, SIMMONS. Mr. President, the Senator does not wish
to misrepresent the minority.

Mr. NORRIS. Oh, certainly not.

Mr. SIMMONS. Certainly not. I stated the other day that
there were seven members of the minority; that when we met
to consider this matter four of them were opposed to raising
the maximum above 20 per cent, three wanted to go to 25 per
cent; and that we compromised among ourselves by the agree-
ment that we would stand for 20 per cent provided the majority
accepted our proposition. That was the concession which they
made to me.

Mr, NORRIS. And if they did not accept it, then the minor-
ity were going to stand for 25 per cent.

Mr, SIMMONS. If they did not accept it, we were going to
stand for 25 per cent. We compromised the matter, and we
agreed to stand for the 20 per cent.

Mr, NORRIB. If the majority did not accept their proposi-
tion, then they were going to stand for a maximum of 25 per
cent. Of course nobody for a moment would accuse those
minority Members of standing for something which they did
not belleve to be right and fair. Now is their chance to get it—
right now, With the Democratic Party over there united for
a 25 per cent maximum on incomes in excess of $1,000,000, I
guarantee them enough votes over here to put it over right
now, on this coming roll call.

The Senator from North Carolina had quite a difficult job
on his hands to keep all of the Demoecrats over there from
voting for 25 per cent, and even 30 per cent. I think there
would have been enough votes if it had not been for the won-
derfully eloquent plea which the Senator from North Carolina
made to his Democratic brethren.

Mr. SIMMONS. Mr. Presldent—

The VICE PRESIDENT. Does the Senator from Nebraska
yield toethe Senator from North Carolina?

Mr. NORRIS. I yield.

Mr. SIMMONS. I want to say to the Senator what I said
the other day, and then I shall not interrupt him any meore
upon this point.

I was impelled to yield my views about that matter, because
I became satisfied, from the statements made to me by the
leader of the Democratic Party on this slde of the Chamber,
and by other Members, before the minority Members met, that
a large percentage of Democratic Senators were in favor of
not going above 20 per cent.

Mr. NORRIS. I am not contradicting that at all, but the
Senator's restatement of it makes it necessary for me to make
a restatement, and I say that, after all, when allk is said and
done, the Democratic minority came to the Republican majority
and sald, “ Unless you agree to what we want on these re-
ductions, we will stand for a maximum of 25 per cent.” I am
going on the theory that they would not stand for anything
they thought was wrong, or which they thought would do an
injury to the country, or to any of the people in it.

I repeat, it took all the eloguence of the Senator from North
Carolina, assisted by the eloguent Senator from Mississippi,
to keep the Democrats.from voting for our amendment over
here, in which we presented a maximum even of 30 per cent.
But when the Senator from North Carclina plead with tha
minority in his plaintive tones and with his great eloguence,
in a sort of “Help me Cassius or I sink” attitude, his
brethren, of course, came to his succor and to his relief.

If Democratic Senators still belleve that 25 per cent is all
right on an income of a million dollars, I repeat, now is the
time to get it. We have the votes to deliver to have that
adopted.

Mr, President, I am informed that this amendment will pro-
duce about $10,000,000 of additional revenue. Who ean go
before this country and defend his attitude here, admitting
that we sought to give the man who had an income of a million
dollars the same rate given to the man with an income of
$100,0007 There is no justice in it, there is no fairness in it.
It can not be defended logically anywhere at any time.

Without going over it at any length, I submit the amend-
ment now to the Senate, to see whether the Senate is going to let
the man with a million-dollar income have imposed on him
the same rate of taxation placed upon the man with an income
of only $100,000. :

Mr., SIMMONS. Mr. President, this Is an amendment to
raise the surtaxes on incomes above §100,000. I want to
state to the Benate a fact which has nof been stated here-
tofore, that the surtaxes are not the only taxes which have
been reduced in this bill. We have discussed the surtaxes,
but we have not discussed the normal taxes at all. The




3888

House dealt with the normal taxes and we accepted the House
action with respect to the normal taxes.

Under the normal tax rate preseribed in the bill as it
passed the House there will be a reduction In normal taxes
of $93,450,000. Of that reduction $00,000,000 will go to benefit
taxpayers whose Incomes are less than §100,000, and only
$3,400,000 of that reduction of $93,000,000 will go to the benefit
of taxpayers whose income exceed $100,000.

The result of the House action redueing normal taxes to the
extent of $£03,000,000 is that the taxpayers with incomes under
$100,000 will get the benefit of a reduction of $90,000,000,
while those whose surtaxes are now sought to be increased
get the benefit of only $3,000,000.

Mr. HEFLIN. Mr. President, this bill ought to pass to-
night. The Senate ought to remain In session until It is
passed. Unless it is passed by to-morrow night, it is very
doubtful whether it will go into effect in time to affect the
income-tax returns which must be filed by March 15.

If this bill is not now passed, it will be due to a filibuster,
which may be conducted in order to bring about that situation.
That should not occur. We have gone over these provisions
time and time again. Speeches that have been made to-night
in substance have been made before a dozen times and more.
We ought to get action to-night.

I do not complain if the Senator from Nebraska, or any other
Senator, wants to have a record vote upon any amendment he
desires to offer. If they want the Recorp to show that this
proposition or that was offered, or that the Senate took this
position or that, no one can object.

1 am not objecting to fair and legitimate debate. I do not
want to cut off any Senator who has something to say upon a
subject that is new, something that has nof been thrashed out
time and time again. That is all right. But the Senator from
Nebraska, nearly every time he takes the floor, challenges the
Senator from North Carolina to explaia again some sort of a
proposition, an agreement that was entered into, in prder to
get the tax off the smaller taxpayers.

The Senator from Nebraska has long posed here as the
friend of the common man, as the friend of the plain people
in the common walks of life, and the whole burden of his
speeches has been against the Senator from North Carolina
for entering into an agreement by which we took off the
smaller taxpayers more than $20,000,000 in taxes, and wiped
off the tax books entirely two and a half million people who
were paying Federal taxes, who, under this bill, will go scot
free and pay no more Federal taxes until some time in the
future, maybe when some emergency may arise which will
bring their names back upon the list of taxpayers.

I have not heard the Senator from Nebraska congratulate
the minority Members, on the Democratie side, for achieving
this wonderful and remarkable thing of reducing the taxes
of those who still remain upon the tax rolls by millions, and
taking off the lists two and a half million people who will
pay no more taxes. But the Senator continues to harp upon
an agreement by which some big taxpayers were in a4 measure
relieved.

I want to remind the Senator from Nebraska that the Scrip-
ture tells us that the Master himself said that it were better
for 99 guilty persons to go free than for 1 innocent man to
suffer.

8o, if we have taken the taxes off 2,500,000 who ought not
to pay taxes at all, I submit to the eloquent Senator from
Nebraska that it were better that a few rich men should get
away with a little of their taxes taken off than for the poor
taxpayer to pay burdensome taxes. I simply throw out this
suggestion to-night in order to expedite the business of the
Senate, The country is waiting for action upon this very im-
portant tax bill. The country has a right to ask that action
be had at an early date. I hope that the Senate will remain
in session to-night until we pass the bill. I want to repeat
before 1 sit down that if any Senator has a new proposition
that he wants to submit and has a new argument that he
wants to make, I would be glad to stay here until daylight
to hear it and to stay here fo vote on all amendments, one
after another. But I should dislike and I should exceedingly
regret to see an effort made now to hold up the Senate.

I want to repeat that, as has already been said by those
who know how soon the bill must be enacted in order to get
it into effect by the 15th of March, that if we do not pass the
bill to-night or to-morrow it has been suggested that we will
be compelled to stay here Saturday night and Sunday and, it
may be, Sunday night. 1 am not going to be a party to any
filibuster that will bring about anything like that. I hope
to see the bill passed to-night.

Mr. BLEASE. My, President, I would like to ask the Sen-
ator from Alabama a question. I would like to know how
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much this bill gaves the Duke estate and the members of the
Duke family

Mr. HEFLIN. I do not know, but I know that Mr. Duke
has done a great deal of good with some of the fortune that
he accumulated by providing for the education of the boys and
glrls of North Carolina.

Mr. BLEASE. I think that the man who takes care of the
boys and girls of any one State to the detriment of the Nation
does not deserve very much praise,

Mr. HEFLIN. The education of the boys and girls in any
State is a contribution to the educational inferests of all the
States. An educated man in any State is of value to all the
States. An educated girl In any State is of value to all the
States. T do not propose to go into a discussion of that ques-
tion. Mr. Duke has gone to his reward, and I simply reply to
the Senator from South Carolina by saying that he has done
a great deal of good with a great deal of the wealth that he
accumulated.

Mr, BLEASE. I hope I am mistaken in what Mr. Duke's
reward is. [Laughter.]

Mr. REED of Missouri. Mr. President, I know of no fili-
buster on the bill that has been attempted. I know of none
that is going to be attempted. When it comes to the matter of
the consumption of time I think the Senator from Alabama is
always close enough to me to get my dust. YWhen it comes to
the question of saying new things and never saying any old
things over again, I think that some of us will recall the same
speech that was made on the Federal reserve bank for about
99 days in succession, in eloquent periods all the same, until
when the Senator from Alabama rose in his place we all knew
that the Federal reserve banks were going to be discussed,
every bank president put on his overcoat and ear mufflers and
prepared to shiver, and the stumps in the Potomac River
bobbed up and down in unison with his periods.

Notwithstanding the warning that has been issned, T am
going to take a few minutes to discuss the bill. I do not expect
to enlighten the Senator from Alabama. Perhaps I will not
enlighten anybody, but what I have to say I am going to say
with the kind indulgence of the Senate.

Mr. President, figures have been given here that widely vary.
I accuse nobody of having intended to give any false or mis-
leading figures. A difference in figures frequently results from
the different angles from which the proposition is submitted.
The junior Senator from Nebraska [Mr. Howrern] is an en-
gineer and an expert accountant. With all respect in the world
for the experts of the Treasury, who have worked assiduously
here and who are all good men, I am inclined to take the
figures of the Senator from Nebraska as accurate.

Here is a brief analysis of the results of the bill: There
are 5,604 persons reporting taxes on incomes in excess of
$100,000. Those 5,694 persons obtained a reduction by the
pending bill in personal taxes of $120,500,000. The estate tax
reduction figured by the Senator from Nebraska will amount
to $90,000,000, not in any one year. I am falking about the
aggregate result which comes. The retroactive sections of
the bill he estimates at $60,000,000, the gift taxes at $4,500,000.
This is a grand total of $725,000,000 to be saved to 5,694 per-
sons, or an average of about $48000 each.

Mr. SIMMONS. Mr. I'resident, may I interrupt the Senator?

The VICE PRESIDENT. Does the Senator from Missourl
yield to the Senator from North Carolina?

Mr. REED of Missouri. Certainly.

Mr., SIMMONS. I think the Senator will have to add to
that $03,000,000 reduction in normal taxes. One hundred and
twenty-six million dollars is the reduction in surtaxes and $93,-
000,000 in normal .taxes.

Mr. REED of Missouri. Yes.

Mr, SIMMONS. The Senator did not have that in his enu-
meration, and I thought possibly he would like to have the
figures.

Mr. REED of Missouri, Approximately 4,085,000 taxpayers
pay taxes on incomes under $100,000. They obtain a reduc-
tion of $201,500,000, or about $49 each.

Mr. President, I realize that we have come to the point of
tax reduction, which is a blessing everyone devoutly welcomes.
The question is where and how the tax reduction shounld be
made., I now ecall to mind the fact that three years ago the
Secretary of the Treasury made his recommendation for tax
reduction. I am not golng to burden the Senate with the
figures, for I expect to be brief. Speaking broadly, his recom-
mendation at that-time was for tax reductions, and his special
recommendation was for a reduction upon the surtaxes on
incomes in excess of $68,000.

Upon that proposition we took issue. The Secretary of the
Treasury argued that we must reduce the surtaxes upon the
large incomes for various reasons, among others that they
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were investing their earnings in tax-exempt securities; that
they were failing to make true returns; that they were placing
their property by various devices in a position to escape taxes;
and that we would get more taxes from them if we reduced the
rate of taxation.

The Democrats took issue with the Secretary of the Treas-
ury. We said there should be tax reductions. We were will-
ing to concede some reduction on the great incomes, but we
were not willing to let the bill pass in the form that Mr.
Mellon recommended, insisting that the larger perceniage
of reductions should be made upon moderate incomes and small
Incomes. Upon that issue we fought it out on the floor of the
Senate.

The Democrats substantially as a unit stood by the doctrine
that the large incomes should bear a lessened burden, but still
a much greater burden than the Secretary of the Treasury
wanted to impose, and that the benefit of the reductions should
chiefly go to those of smaller incomes. There were eloguent
speeches made in defense of this position taken by the Demo-
crats. No man more valiantly defended that position than
did the distinguished ranking minority member of the Finance
Committee, the senior Senator from North Carolina [Mr. Sia-
moxs], and the distinguished orater on the Democratic side,
the Senator from Mississippl [Mr. Harrison], and the Benator,
equally distinguished, from New Mexico [Mr. Joxes]. I quote
from a speech of the Senator from North Carolina [Mr. Siu-
moNs] made on September 80, 1921:

1 shall attempt to show that the revision proposed in the pending
bill is a reductlon in the interest of the corporations of the country
and in the interest of the big rich, or, to express it in common parlance,
in the Interest of the milliongire class. I shall attempt to show that
it will lift more than half a billion dollars in taxes off the ghoulders
of corporations and the milllonaires and shift that sum to the shoulders
of less fortunate taxpayers.

As 1 have said, the recommendations of Mr. Mellon with reference
to repeals were adopted by the House and concurred In by the Senate
Filpgnce Committee. The result of adopting this scheme, slightly sup-
plemented by certain taxes that fit in with the scheme and are cal-
culated to accomplish the purposes of the scheme, will be to reduce
by between $500,000,000 and $600,000,000 the taxes which otherwise
corporations and individuals whose Income exceeds $66,000 would have
to pay.

Mr, President, that £66,000 Income is the dead line of the blll. On
one side of that line are formed In serried columns the forces of the
millionaire classes of the country. On one side—the upper side—of
ihe line are arrayed 18,000 texpayers. I say they are the millionaire
class, because 1t wlll take a milllon dollars earning 814 per cent to
produce an annual income of $66,000, so that, tested by the basis of
reasonable Interast-bearing Investments, the men who stand on the
upper side of that line are millionaires. There are 18,000 of them in
the United States, as the tax returns willl show. On the other side,
the lower side of that dead line, there are grouped 600,000 American
taxpayers,

Surtaxes have been reduced from 65 per cent to 32 per cent. They
have come down to the dead line in that way, and what is the result?
Lot the estimate of the Treasury experts state the result. The result,
Mr. President, is that these 13,000 taxpayers on the upper side of that
line, reveling already in their accumulations and thbelr wealth and thelr
power to control finance and government, by this reduction in the sur-
taxes are to get a further reduction in their taxes, a little stipend from
the people of the United States of $00,000,000 a year, while those
600,000 taxpayers earning between §$5,000 and $66,000 a year by toll,
investment, and all the efforts which characterize the miscellaneous
population of the country get a reduction of only $18,000,000 on ac-
count of the surtax,

Is not that a monstrous result? Oh, but it is worse than that.
Conslder now the rich. Every single, solitary man who stands on the
upper side of that line—this mobillzed army of milllonaires that has
just finished its successful drive against Congress and the Natdonal
Trepsury—has got his surtax rate cut. How much has it been cut?
Mr. President, the figure {s startling. It has been cut more than one-
half; it has been reduced to 82 per cent from €5 per cent. Every one
of them, every mother's son of them, gets his surtax cut more than
one-half. That is the millionaire class, who, when the members of it
want their taxes cut down, becomes a beggar class, begging alms of the
Government and of the hundred million of people of this country. They
get their surtax cut in half—from 65 per cent to 32 per cent.

Mr. LA FOLLETTE. Mr. President, will the Senator from
Missouri yield there?

Mr. REED of Missouri. Yes,

Mr. LA FOLLETTE. From whose speech has the Senator
from Missouri been reading?

Mr. REED of Missouri. I have just read from the speech
of the Senator from North Carolina [Mr. Brmmons].
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T shall now read from a speech by the Senator from Mis-
sissippi [Mr. Harrisox]. I quote him, not to single him out,
neither am I trying to single out my friend from North Caro-
lina; but I am speaking of these distinguished and leading
Demoerats in order to show the position of the Democratic
Party at that time. The Senator from Mississippi said:

The Mellon plan takes it off of the rich and puts it upon the poor.
The so-called Garner plan takes the taxes off to a greater extent from
6,870,000 Income-tax payers, while the Mellon plan takes It off of only
12,000, Whom did the President have in mind when he said:

*“They bear most heavily upon the poor.”

L * & % * ® L]

Let me, in passing, just make thls suggestion: If this administra-
tion is sincere, if SBecretary of the Treasury Mellon wants to give some
relief to the taxpayers of the country, and if you want to make a
record to go before the people In the coming campalgn, do not seek
to reduce the high surtaxes from 50 per cent to 23 per cent, but get
busy and try to take off some of those iniguitous tariff rates on
sugar and meat and flour and the other necessaries of life. That
would insure a reduction not only in taxes but in the cost of living.

* * % * " * »

The Mellon plan glves a reductlon of taxes all down the line, but
the Democratic plan gives a greater reduction of taxes all down the
line except on the 12,000 big fellows who pay the high surtaxes, and
on those It seeks to give a very falr and equitable reduction.

The Senator from New Mexico [Mr. Joxes] said:

# & * 1 call attention further to the fact that the only point
which really brought out the fire and the enthusiasm of the dlstn-
guished Benator from Utah Is the same point which has been dwelt upon
with such vigor and such insistence by the Becretary of the Treasury.
The BSenator from Utah did not In anywise attempt to put his real
force and power into the delivery of his prepared speech until he
reached the point where he insisted that the high surtaxes should be
cut in half. Likewise the head of the Treasury In every Interview, in
every prepared statement, In his testimony as a witness before the
Finance Committee, has dwelt upon that point as the one panacea for
all the 1l1s which afiifet this country.

* & & Mr. President, the underlying vlew of the leadera of the
Bepubliean majority In the Benate and the underlylng view of this
administration, as suggested by the Becretary of the Treasury, have
been precisely the same from the time this administration came inte
power in 1921. Boon after the Congress met in 1921 the Finance
Committee of the Benate, controlled by the same majority which yet
controls this body, undertook a revision of the revenne law. At that
time the high surtaxzes amounted to 65 per cent. We were just emerg-
ing from the Great War. At that time the Secretary of the Treasury
recommended that the high surtaxes be reduced by more than 50 per
cent,

Finally the House of Representatives, complying with that wish
of the Secretary, reduced the surtaxes to 82 per cent, or a little more
than one-half. The bill came over to the Senate, and the Finance
Committee through Its majority reported to the Senate a reduction of
those surtaxes from 65 to 32 per cent.

It 18 true the bill then came into the Senate, and on the floor of
the Senate the recommendations of the Treasury Department wera
repudiated, and the House of Representatives subsequently receded
from its actlon and adopted the view of the SBenate, and the maximum
surtaxes were placed at 50 per cent. Now we have the same story
agaln. The Secretary of the Treasury is demanding, and a majority
of the Finance Committes 18 demanding, that these high maximum sur-
taxes be reduced agaln by 5O per cent.

* & * Yot Mr. President, under these circumstances the dis-
tinguished chairman of the Finance Committee says that the peopla
of small incomes are not paying enough. He is pleading for those
with incomes above $100,000. There are only 2,532 of them, but they
are rich beyond the dreams of any honest son of toil who ever looked
forward with an ambitious eye to the accumulation of wealth in the
future, and he comes here and pleads for them who have profited out
of this other great class of small taxpayers.

As I sald In the beginning, the things contended for in this bill
are typical of the contentlons of the principal leaders of the great
Republiean Party. They come to us upon the suggestion of the
Secretary of the Treasury, and then the President of the United States
puts upon it specifically his stamp of approval. The House of Repre-
sentatives, the Members of which must go before their constituencies
this fall, repudiates 1t, There were only a few even of the Repub-
licans who were wllling to accept it as a basls of Federal taxation,
But when it comes over to this Chamber, where only one-third of the
Members go before their constituents next fall, we find the Senator
from Utah, this great Glbraltdr, standing in full height and full
strength, advocating just exactly what the reactionary leaders of tha
Republican Party want.
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I wonder If the people of this country ecan be glven to understand
between now and November just what this Iniquity does mean, just
what these Republican leaders stand for, backed up by the present
Tresident of the United 8tates. I ask the Senate to consider and
think well of these things before this bill is ever enacted Into law.
But 1 prediet that it wlill not be enacted. I can mot conceive that
there is a majority In this body so hardened in soul, so Inconsiderate
of those less able to support the burdens of the Government that they
will vote to enact it into law. * ¢ *

So spoke the Senator from New Mexico.

Mr. President, I counld fill the time between now and to-mor-
row morning in reading similar utterances by these and other
distinguished Democrats. The Democratic Party in its plat-
form took the position that the Democrats took upon this
floor. The Democratic Party, I understand, in its last plat-
form, adopted at New York, took that position. How was it
that we defeated these alleged evil purposes of the Repub-
lican side of this Chamber; and how was it that the Demo-
cratic Party was able to go into the campaign and to make
the issue, as we did make it on every platform in this coun-
try, that we had destroyed the Mellon plan, which was to
reduce the surtaxes upon the incomes of millionaires to as
low as 26 or 30 per cent, and that we were justified in re-
sisting that demand and insisting that the reduction upon
the great incomes should be moderate and that the greatest
reduction in percentages should go for the benefit of the great
mass of taxpayers? How did we justify ourselves? We did
it by the arguments that were made here upon this floor. We
did it by sound logle and by sound reasons that I shall not
take the time here to-night to repeat.

How did we succeed in preventing the consummation of the
plan of the Secretary of the Treasury? We did it, sir, with
the almost solid, if not the solid, vote of the Democratic side
of this Chamber, alded by the vote of those who are generally
called “insurgents” upon the other side. Robert M. La Fol-
lette, sr., was here then and the tremendous power of his
intellect and his force and his logic were loaned to the fight.
The other “Insurgents” stood with us, and the Democrats,
sir, wrote that tax bill and wrote the next tax bill and laid
down the Democratic policies which we asserted were sound.

Now we come to the time when we can make further tax
reductions. I am talking to Democrats. If our previous action
was sound, an action that was ratifled in our convention, an
action that we proclaimed upon every platform, that we thun-
dered from every stump, that we advocated in every party
newspaper—if it was sound then and we had approximately
arrived at a scale of taxation which was just as between the
different classes of taxpayers, having now reached a time when
we can generally reduce taxes because of the decreased burdens
of government, then saving, of course, the right to make minor
changes, the changes should have been made proportionately
down the line, and In accordance with the principles we had
heretofore laid down.

We, sirs, are not doing that. We are giving Mr. Mellon hls
way. We are giving Mr. Mellon all he has ever demanded on
the surtaxes, and that is all Mr. Mellon has ever cared for.
We are surrendering the citadel, and the excuse for it is that
a compromise was effected in the Finance Committee,

Mr. President, what were the conditions obtaining when that
compromise was made? It has been alleged here that the
Republicans wanted to make slight or no reductions upon the
small incomes, and wanted to make great reductions upon the
great incomes; but is there anybody here who will say that
any Republican ever proposed to puf the surtax upon these
great incomes at a lower point than it was put by the com-
promise? Did not the compromise give to Mr. Mellon exactly
what Mr. Mellon demanded and § per cent better? Bo we
vielded everything upon that point. We became the bond serv-
ants of Mr. Mellon. Mr. Mellon won his case; and we did not
go down fighting, but we went down by surrender!

But, sir, suppose the Republicans had come in here with the
ridiculous proposition—and I am not prepared to think for a
minute they would have done it—that we should reduce the
surtaxes to 20 per cent, and then they would not reduce the
taxes upon smaller incomes. Why, there is not a Republican
upon the other side of the Chamber or out in the country who
ever would have made that kind of a proposition. They may
have demanded the reduction upon the great incomes, and they
did—undoubtedly they did—for, as the ass knows its owner
and the ox its master’s crib, they knew then, always, where to
head in when it came to a reduction on taxes. At the same
time, however, no figures could have been produced that would
have justified them in not making some reductions upon the
moderate incomes, and they undoubtedly would have come for-
ward with them; for, whatever else I may say or others may

CONGRESSIONAL RECORD—SENATE

FEBRUARY 12

say of my Republican friends on the other side of this Cham-
ber, we will all have to admit that they are not political fools;
and after they have served their masters they always are will-
ing to placate the people.

So what did we get in this trade? I am assuming, now, that
we were forced to a trade. What did we get in it? They got
all they demanded, and they gave us nothing they would not
have been obliged to concede in substance and effect. But was
there any necessity for this trade? Twice we have stood here
in serried columns like a phalanx; twice the insurgents upon
the other side of the Chamber have formed on our flank and
fought with us, and there were enongh of us to overwhelm the
other side of the Chamber. All we had to do was to bring it
to a vote. The insurgents have not quit us. They have not
pulled down their flag. Their little bark was dancing on the
waves as gallantly as it had been in 1921 and 1923 and 1024.
They were stripped for action, There were no cowards among
them. They were ready to go forward when the great battle-
ship of Democracy pulled its flag to half-mast and surrendered !

That is the cold, unvarnished, unmitigated truth. We could
have stood here together and written this bill this time as we
wrote it twice before; and at whose dictation, pray, are we
taking this action?

The statutes of the United States provide that no man shall
be Secretary of the Treasury who is engaged in trade. The
law is musty with age and is sanctified by precedent. It was
written for a good purpose. It was known that any man en-
gaged in great financial transactions ought not to be the man
who dictated or advised the tax policies of the Government
which would direetly affect him; and once, when a President
was about to appoint a great merchant to this position and the
attention of the President was called to the law, he promptly
halted and appointed another man. Here, however, we have
the example of a man who, when he became the Secretary of
the Treasury, was a director in 68 great banks, trust com-
panies, and industrials. The aggregate capital of those com-
panies and of their allies and subo tes probably mounts
into the billions of money.

They reach into every avenue of trade and commerce, from
the manufacture of whisky to the manufacture of aluminum.
They permeate every avenue of finance. Their powerful infiu-
ences extend into the railroad systems of our land, into the
trust companies, into the mortgage houses, into the boat lines,
into the oils, into the refineries of oil. Everywhere they are
spread out; and this man is the king-pin in the Aluminum
Trust, a combination of combinations that controls substanti-
ally all of the valuable natural deposits out of which aluminum
can be made. It is, sir, a monopoly more valuable, in my opin-
ion, than any other monopoly that ever has been conceived.
Aluminum is being employed in every kind of Industry, in every
avenue of life. The woman uses it in her kitchen. It forms
the bodies of automobiles. It goes into the structure of fiy-
ing machines. It is employed universally where strength and
lightness are demanded. Its uses are increasing; and, in my
opinion, & monopoly of the production of aluminum is more
valuable than would be a title deed to all the rivers and lakes
and oceans of oil that God placed beneath the surface of this
earth; for the use of aluminum will become universal, and
every man will pay tribute to the master of that monopoly.

Mr. President, it was estimated when this debate was on
before that the change of taxes recommended by the Secretary
of the Treasury would have saved him personally in one year
$9,000,000. A man with such a stake as that sitting to write
or dictate the policies of a nation is a man sitting to pass on
his own case and pass upon the case of his associates and his
confederates. That is the man who has won his fight to-day.
Bilently, shrewdly, without Intermission of effort, pressing on
and on by insidious processes, he seems to have undermined the
conscience of the Democracy, and he always did own the con-
science of the Republicans.

Why, sirs, you talk about corporate influence, as we have
always talked and asserted that corporations had too much
influence with the Republicans when they were in power, and
with the Republican Party when it was out of power. Of the
influence we have talked; but this is not a case of the cor-
porations influencing the Government. This is a case where
the corporations moved in and took possession of the Govern-
ment, through Mr. Mellon. So every policy relating to the
finances of this eountry is being shaped by him; and I want to
pause here, although it is an aside, to inquire why we are not
refunding our national debt, why we are not getting a reduced
interest, why the effort is not being made upon tax-exempt
Government bonds to fund them at lower rates of interest.
I think the answer is easy: They are nearly all owned by the
great financial institutions and the great financlers of the
country.
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8o, Mr. Presldent, we come here, we Democrats, and the
r old Democratic mule is being led In by the ear, and
Eﬁf’, Mellon's hand holds the ear!

Mr. BLEASH. Mr. President, will the Senator permit an
interruption?

The VICE PRESIDENT. Does the Senator from Missouri
yleld to the Senator from South Carolina?

Mr. REED of Missouri. I do.

Mr. BLEASHE, Will the Senator please tell me what a
Demoerat is—a Democrat of to-day?

Mr. REED of Missouri. I do not know.

Mr. BLEASE. 1 do not, either.

Mr. REED of Missourl. I know what he Is out in the coun-
try—the same old stalwart citizen he has always been. When
I see the Democratic Party following the Republican Party
and Calyvin Coolidge across the Atlantic Ocean and going into
a World Court at his dietation, even while he had to drive
with party lash a good many of hiz own Senators, and had a
small rebellion over there; and then when I see the Democratic,
Party not taking Mr. Mellon by the hand, but Mr. Mellon
taking the Democratic Party in hand, and the principle we
fought for all Bf these years surrendered when there was no
reason for surrender, when all we needed to do was to stand
here together, when we could have made every reduction that
has bheen made In this bill, and—do mnot forget that proposi-
tion—with the votes of Demoerats and the votes of insurgents
every one could have been made, and the votes on the floor
of the Senate that have just been cast demonstrate it—when
we could have made further reductions upon moderate in-
comes and taken the difference, and justly taken it, out of the
great incomes—-when that was the situation, we find that we
1 d I can gather up
the campalgn speeches that weré made. by every orator upon
this side—and we are *long” on orators—and show you where
they repeated, over and over again, that Mellon proposed to
take 390,000,000 off of 12,000 millionaires, and that we pre-
vented 1it.

Mr. President, that is not all. If we had been mistaken, if
we had found out we were wrong, if arguments had been
adduced to show the fallacy of our former views, then it would
have heen different. Like honest men, we ought to have
changed our views. What argnment has been adduced to
change the principle underlying our past actions? What argu-
ment has been adduced to convince us that we were then
wrong? What Columbus of the Intellectual seas has sailed
into view with a new message to us? Not one. It is simply
the old Mellon argument, “Take it off; it is too high.”

I say the surtaxes imposed in this bill on the great fortunes
are unjustly low. First, the people with the great fortunes
are those most able to pay, and it is a principle always recog-
nized in levying taxes that the higher taxes should be levied
on those best able to pay. Second, as these fortunes grow
enormous, the value of the personal service of the individual
who owns the fortune depreciates comparatively almost to
nothing, and the possessor of the fortune obtains the protectipn
of the smaller taxpayer and of all he does to maintain/a
government. el :

Let me illustrate that for just a moment, and I shall not
longer detain the Senate. Let us assume that Jones and Smith
are born on the same day. Jones, we will say, works hard
during his life and has nothing when he is 21 or 22 years of
age, or 25, except a few household goods. He gets the pro-
tection only on his individual life and liberty. But Smith,
who was born the same day, inherits, let us say, $100,000,000.
He gets all that Jones gets—protection upon his life and his
liberty—but, in addition to that, he gets protection upon
$100,000,000 scattered, perhaps, In every Btate of the Union.
The courts, the constabulary, the processes of the law, all go
for the protection of his property. I

Let us look at the individunal services to be rendered. Jones
must serve upon juries, must serve upon the posse comitatus,
must perform all the offices of a citizen, and if war be declared
must jeopardize his life upon the field of battle. Not so with
Smith, To be sure, if he be a patriotic man he may per-
form his military service; I will not insinuate that the rich
men did not go to the front to do their duty during the
war. DBut the personal service to be rendered by each of these
men is now out of all proportion to their wealth, One of them
renders a personal service and gets no protection except upon
life and liberty and a few dollars’ worth of property. The
other gets the same protection of life and liberty and, in addi-
tion to that, gets all the power of this mighty Government,
backed by all of its men and all of its women, to protect that
vast fortune.

So it is just and right, when fortunes exist almost separate
from the human being, because the personal element in the
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equation fs so small, the fortune should bear a larger burden,
So I say that taxes upon enormons forfunes are justified,
Justified not only as simple taxes, but surtixes are justified
for the considerations I have named.

Now, we propose to say that the man with a thousand
million dollars, capable of rendering no service in proportion
to that vast fortune, shall be allowed to escape with the tax
reduced to this fignre. If this figure is right to-day, con-
sidering Its proportion and relation to the other taxes which
we proposed to levy and did levy in the past two bills, then,
those other bills were wrong, and we ought to have made
the reductions then in the same proportion in which we are
making them now.

I am not speaking here to-night with a desire to harrow up
thg feelings of my friends, but I want to know what I am
going to say to the people, and what others are going to say,
when we go to them again. When we went to them be‘ore we
went denouncing the very method of taxation which we are
to-day accepting.

It is said there were let out of taxes altogether a large
number of the smaller taxpayers. That would have inevitably
happened, and if it had not happened in the committee, it
would have happened on this floor, if the Democrats had de-
manded it, and the insurgents had stood by them. The in-
surgents were In the forefront of that battle, every man of
them with his toe to the mark, and stripped to the walst for
action, every one of them. So there was no excuse. I find no
excuse. I have simply to go back and say to my people “ Mel-
lon won the fight, This is not a case where we cut the
melon; it is a case where the Mellon cuts ns.”

Mr. SIMMONS, Mr. Presldent, I have no disposition to
enter into a lengthy discussion of this matter. 1f the Senator
from Missouri had been present at the time this discussion
was first had, he would have learned some facts with refer-
ence to the situation which he does not seem to possess. The
Senator was absent. The Senator lost many opportunities of
getting the facts, and that accounts for his lack of informa-
tion, as disclosed in the speech he has just made.

The Senator has seen fit to read from remarks which I sub-
mitted to the Senate when the bill of 1924, as prepared by
the Ilnance Committee, was under consideration. I eriticlzed
that measure in unmeasured terms, I gave heartfelt utter-
ance, in the speech which the Senator has just read, of my
condemnation and disapproval. The bill which was then pre-
sented to us was, according to my conception of it, a mon-
strosity, and if it had been enacted, it wonld have resulted in
a freat wrong to the American people.

denou it upon the floor of the Senate, and I proposed
a schedule of rates which I declared would correct the pro-
posed abuses and these outrages.

After a very hot fight in the Senate, my rates were adopted.
They provided for reasonable parity to the man of low income
and the man of high income.

As a result of those reductions, the man with an income of
$100,000 paid a tax of 17 per cent, and the man with an income
of over a million dollars paid a tax of over 34 per cent, the
rates on the high incomes being twice those on the low.

That, I thought, was a reasonable adjustment. After long
debate the committee decided that my proposal was a reason-
able and fair adjustment. The conference committee, against
its will, so far as the will of the majority representatives
from the Senate on that conference was concerned, yielded
with ill grace, but they did yleld to it, and the rates I pro-
posed were written into the act of 1924,

Those rates established a fair parity between the low and
the high taxpayer. Those wrongs were adjusted. Now we
come to another reduction, and our margin of reduction, based
upon the surplus revenue of the Government, is just about the
same now as it was then.

The bill as it passed the House, in my judgment, was not an
equitable adjustment. I said so. I insisted upon if. The
question was, Could that bill be amended so as to make an
equitable adjustment, an adjustment in the same proportion as
had been made in the act of 10247 The House had taken all
taxes off two and a half million people with low incomes. The
House had reduced the taxes of those with Incomes above
$100,000, but it had retained a part of those taxes, the taxes
covered by the brackets between $20,000 and £64,000, ont of
proportion to the reductions given to the other taxpayers of
the country.

The House had done another very fine thing. The House
had reduced the normal taxes, and in reduocing the normal
taxes to the extent of $93,000,000 had given $90,000,000 of that
reduction to men whose incomes were less than $100,000.

I considered the matter very thoroughly. I studied the bill
night after nlght and day after day, with a view of bringing
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about the same parlty that the act of 1924 brought about as
between these two classes of taxpayers. I took into considera-
tion the reductions the House had made upon the surtaxes and
upon the normal taxes, and I prepared a schedule for addi-
tional reductions upon the incomes below $100,000, and then I
worked out the problem to see whether If those reductions
were accepted, elther in the committee or in the Senate, the
parity which I had described in the act of 1024 would be
maintalned.

After T had studied it thoroughly, as I explained to the
Benate when this matter was before us, and while the Senator
from Missouri was away from the Benate, under the act of
1924 the taxpayers with incomes up to £100,000 paid surtaxes
at the rate of 17 per cent, while those with incomes above that
paid at the rate of 84 per cent, or twice as much.

I proved that if the reductions which I proposed were made,
the taxpayers would pay a surtax upon incomes of less than
$100,000 at the rate of 10 per cent or a little below, while
the taxpayers with incomes of a million dollars and over would
pay a little under 20 per cent, or just about 2 to 1 as pro-
vided in the act of 1924, That was all I was seeking to do.
That accomplished, I was satisfied, because that proved mathe-
matically that in this reduction I and my associates of the
minority were contending for the same proportionate reduc-
tion between those two classes as my 1924 rates carrled. I
had to surrender in the compromise a small part of that, and
it threw the reduction just slightly out of balance. They
raised the rate on incomes of $100,000 to 11 per cent as against
approximately 1914 per cent upon incomes of $1,000,000 and
over; that is to say, within a fraction of twice as much. I
have not departed from the principle of the 1924 law, the
surtax rates of which I wrote. I have not insisted upon less
here than I did before. If the Senator from Missourl will get
the figures and examine them he will see that there has been
no surrender. I sald if these reductions were accepted, then
1 would be satisfied with the resunlt, because if they were ac-
cepted 20 per cent maximum was justified just as much and
to the same extent as the maximum made in the 1924 act
was justified.

But the SBenator said if we had held off we conld have had
25 per cent. That is, of course, easy to assert. Besldes, 25
per cent with those reductions would be a larger proportion of
tax retained upon the big man as compared with the little
man than in the 1924 act. The Senator sald we could have
had our way about the matter and raised the surtax to as
high a maximum as we desired. The Senator knows nothing
about what was the situation in the Senate on this side of
the Chamber at the time the bill was in the committee. He
does not knew the fact that there were from 12 to 15 Senators
upon this gide of the Chamber who sald they were not willing
to go and would not go beyond the maximum of 20 per cent.
I could not force them. If the reductions were accepted I
did not desire to force them,

The bill is just as good a Democratic bill as the other meas-
ure was. The bill is just as full of justice for the little tax-
payer as the 1924 act was. This bill gives the lttle taxpayer
a greater reduction than the other measure did.

This bill carries the largest reductions in income taxes of
any bill that has ever been enacted into law by the Senate.
It carries reductions in income taxes to the exfent of $212-
000,000, It relieves more small taxpayers than any bill we
have ever passed. I am not dissatisfied with 1t. I stand by
it. I am as good a Democrat as the Benator from Missouri,
and I would not be exactly fearful of the results of a comparison
of my record with his in the matter of constructive work and
party service. I am no more given to surrender than he Is.
I have the courage to fight to the last diteh whether I win or
whether I lose. I have no apologles to make. The country
asks no apologies of me. The country understands, the coun-
try knows, that 2,500,000 of small taxpayers have been relieved
of faxes. The country knows that those who pay taxes on in-
comes below $100,000 pay at the rate of 11 per cent under the
provisions of this bill as agalnst 17 per cent under the 1924 act.

The Senator from Missouri thinks that we should have con-
tinued what he called our coalition with the insurgents on the
other side of the Chamber and the insurgents on this side of
the Chamber. Mr. President, we have not continued that
coalition. I have no apologies to make for that either.

The Senator sald we wrote the blll in 1924, We did write the
bill, so far as surtaxes were concerned, but we did not write
it in any other respect. It was our bill that far and no further.
The present bill is a more distinetively Demoeratic bill than
the other was. The minority Members on this side of the
Chamber have succeeded in incorporating into the bill every-
thing that we asked and no more. :
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What did we demand in our original proposal, read to the
Senate and made a public document the day before the com-
mittee began actlon upon the bill, as the Democratic minority
demands? We demanded these reductions in the surtaxes. We
have practlcally gotten them. We demanded the repeal of
the capital-stock tax. We have secured its repeal. We de-
manded the repeal of the admissions and dues taxes. We have
secured their repeal so far as Senate action can do it. Those
were our three great demands. We have accomplished them
all, but we do not stop there. The Democratic Party, in the
committee and upon the floor of the Senate, has stood for the
abolition of the tax upon trucks, imposed In the committee by
the majority vote, and we have secured the removal of that
tax. The Democratic Party, through its representatives upon
the Committee on Finance, demanded a repeal of the tax im-
posed in the House bill upon anfemobiles, and we have secured
it. Does any Senator on this side of the Chamber know of any-
thing that the Democratic members of the committee stood for
that we have not written into the bill? We stood solid, with
one exception, for a repeal of the inheritance tax, and we have
repealed it. i
.~ Who has written this bill? The Democratic Party wrote one
section of the bill in 1924, but the Democratic Party has writ-
(ten practically the whole of this bill in its major particulars,
We have not been beaten upon any position we have taken with
reference to the major propositions in the bill, except our fight
against the increase in the tax on corporations and our fight
[\made here to-night to secnre a repeal of the stamp tax on
corporate issues of-stock. We lost both of those propositions
y & bare majority, in one case by 1 vote and in the other case
by 8 votes.. One of tliose propositions involved an increase in
taxes. The Republican Party placed an increase npon a form
of business that has had no consideration in all of the reduc-
tions that have beenr made. The Republicans defeated us with
reference to our proposition to keep the corporation tax at 1214
per cent. They are responsible for the increase, and I am will-
ing for them fo take the responsibility for that action.

Never in my legislative career have I, as the representative
of the minority in tax matters, had such a victory and my party
had such a victory as we have achieved in connectlon with this
bill. I am satisfled with it. I am delighted with the results
we have accomplished. I am satisfied that the country will
give us full credit for it. I am not alarmed. These sharp
attacks, these venomous attacks upon me personally and upon
the Democratic Party, do not alarm me. I am not terrified in
the least, I have some knowledge of public sentiment in the
United Btates. I have abundant and convincing evidence that
the public sentiment of America to-day stands behind the action
of the Democratic Party in connection with the bill and realizes
what a great victory we have won.

Mr. MOSES. Mr. President, without wishing at all to de-
tract from the rhapsody of the Senator from North Carolina,
may I be permiited to observe that when the bill finally be-
comes a law and goes to the country, the credit will be given
to Calvin Coolidge and Andrew W. Mellon?

Mr. SIMMONS. The Republican Party may steal the credit
for this reduction, as they stole the credit for the 1924 redue-
tion. [Laughter.]

Mr. GLASS., Mr. President, I feel a degree of culpability
in delaying, for a little while, the vote on the bill at this
time; but I believe the Senate will realize that I have con-
sumed comparatively few moments in the discussion of the
provigions of the tax bill.

In the brief remarks that I shall make I have no inclina-
tion whatsoever to be drawn into a partisan, political discus-
sion of the bill; but in view of some things that were said
this evening it seems desirable to call attention to a few facts
which some Senators seem to have forgotten.

The theory of a fair and moderate maximum surtax is not
a theory peculiar to Secretary Mellon of the Treasury Depart-
ment. It is one with which all economists are familiar and
as to the effectiveness of which nearly all of them are agreed.
It is one on which the last three Democratic Secretaries of the
Treasury were agreed, each one of whom at different times
recommended to the Congress of the United States that the
theory be put into effect; and, in consonance with it, the Demo-
cratic platform In 1920 declared that a system of tax reform
ghould be adopted that would again turn the surplus wealth
of the country into productive commercial and industrial ac-
tivities. The last Democratic President of the United States
held to that theory of taxation and so declared himself upon it.

Unhappily, as I shall always think, after framing the tax
bill in 1924 containing such outstanding merits and exeellen-
cles, we on this gide utterly rejected that theory; and, despite

the merits of that tax bill, to which the Democratic side very
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largely contribufed, the result of that rejection was that the
country got the idea that the Democratic Party was for high
taxes and not for low taxes, and their ascription and praise
went to Secretary Mellon and not to the Democratic Party
for its share in framing the tax bill of 1824, When the elec-
tion came on the intelligent and patriotic efforts of Democratie
Senators and Representatives in the Congress of the United
States went for naught, and on election day we were subjected
to the most humiliating defeat that had ever up to that time
overtaken any party in the history of the Republie.

Let us see if the Democrats of the Congress have been led
by the Secretary of the Treasury, for whom I have the highest
personal regard and in whose ability I have the utmost confi-
dence, without discussing the proprieties involved in his holding
the position of Secretary of the Treasury in the circumstances.
When Mr. Mellon appeared before the Ways and Means Com-
miftee of the House of Representatives he advocated a maxi-
mum reduction of $140,000,000 in the personal income taxes.
Were the overwhelming majority of the Democrats of the House
of Representatives led by the ear? Did they accept the advice
of the Secretary of the Treasury on that particular point?
They reduced the aggregate amount of the personal income
taxes by $193,000,000 and thereby save the taxpayers of the
country, if the bill shall become a law, $53,000,000, a reduction
of more than 331 per cent below the figure fixed by the Sec-
retary of the Treasury.

Did the Secretary of the Treasury advocate further personal
exemptions from payment of the income tax? He did not,

Mr. SIMMONS. Mr. President, if the Senator will permit
me to interrupt him, when we made these reductions, after we
had made the compromise, the newspapers announced that the
Secretary of the Treasury was very much displeased and did
not know whether or not the department could accept them.

Mr. GLASS. Nobody will deny that it was the thought of
the Secretary of the Treasury, as it was of many wise men in
this country, that there should be no such exemption from the
personal income-tax levy as was made in the House of Repre-
sentatives, freeing nearly 2,000,000 taxpayers from liability
which the Secretary of the Treasury would, in his judgment,
have imposed upon them and which many patriotic men think
it is their duty to meet. Were the Democrats of the House or
of the Senate Finance Committee led by the nose in this re-
spect? Did they surrender their convictions to the judgment
of the Secretary of the Treasury? They did not.

‘What happened after the measure came here? We have
heard, in terms of derision, a great deal about “trading”
and “coalitions;” but, Mr. President, in the 24 years that
I have been in the Congress of the United States I have never
known a comprehensive tax bill or any other great fiscal
measure to be adopted except by mutual concessions of those
who disagreed in their judgment upon the items and pro-
visions of the bill.

Gentlemen object to “ coalitions,” but merely when they are
not made with them. There were many Democrats in the
Senate who would have refused to tolerate certain coalitions
that some other Democrats would like to have made, and there
would not have been *“a solid phalanx” on this side of the
Chamber had anything of that kind had been attempted. We
are invited to renew the coalition of 1924 with the in-
surgents who “insurge” here, but on election day obediently
return to the fold, every one of them. Oh, their “bark was
on the sea,” yes; and it sailed right into the Mellon and Re-
publican port on election day and contributed very materially
to the 7,000,000 plurality rolled up against the Democratic
Party! Not a single one of them gave John Davis a soli-
tary electoral vote. Those who did not vote for La Follette
voted” for Calvin Coolidge. Yet we are invited to renew that
sort of coalition, to which I never belonged, I want to say,
personally for myself.

I think the Democratic members of the Senate Finance Com-
mittee should be commended and congratulated for the work
they have done; and likewise I think the Republican members
of that committee have performed a patriotic service.

The Senator from North Carolina, by reason of hls insistence
and persistence, secured a concession of $26,000,000 for those
taxpayers in the intermediate brackets. It is said that we
might have obtained this concession without any yielding.
Who knows that? It does not follow as a matter of course
merely because at this late day there Is a development here
which might signify a result of that sort? But if to renew the
coalition of 1924 was essential to get that concession, I repeat,
there are Senators on this side of the aisle who would have
rejected the copcession. If I am to form a coalition, I clalm
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my personal privilege to determine what character of coalition
it is and with whom I shall form it.
See then: Instead of being *the bond-slaves” of the Secre-

tary of the Treasury, the Democrats are responsible, leaving

out all other items, for a reduction of $£80,000,000 in the per-
sonal income taxes levied upon the people of this country—
$80,000,000 in the face of the declaration of the Secretary of
the Treasury that we could not afford to make that reduction
in the revenues.

Oh, yes; we have gone far beyond that, and I am not going

to felicitate myself or my party associates upon that fact—

not yet. If we keep on reducing taxes and depriving the
Treasury of its required revenues, we may soon have a deficit
to make up, and if I may incidentally refer to politics again,
let me say to my colleagues on this side of the Chamber, if
there be any basis for your hope and expectation of a Demo-
cratiec Congress next time, and we so far reduce taxes as that
the Democratic Congress would be compelled to raise taxes,
you had as well present your adversaries with the next Presi-
dency without going through the formality of holding an
election. Prosperity does not always persist. An acute busi-
ness depression might leave us high and dry.

I do not think we are “cowards.” I do not think we have
“surrendered.” I believe Senators on both sides of the Cham-
ber are men capable of forming convictions and with courage
enough to assert their convictions; and not with obstinacy
enough to refuse, in any event, to yield to one another when
there is a difference of judgment.

I apologize to the Senate for taking any of its time at this
late hour.

The VICE PRESIDENT. The question is upon agreeing to
the amendment offered by the Senator from Nebraska [Mr.
Norris].

Mr. SIMMONS. On that I call for the yeas and nays.

The yeas and nays were ordered.

Mr. HOWELL. Mr. President, during the years 1922, 1923,
1924, and 1925 the Government expended on account of war
liabilities, consisting only of sinking fund, interest on the
national debt, veteran rellef, and adjusted compensation, an
average of $1,682,000,000. This is more than twice the cost of the
Government in 1914, excluding the receipts of the Post Office
Department, and nearly $15 annually for every man, woman,
and child in the United States. For the last of these four
years—that is, for 1925—these expenditures were $1,678,000,000,
or but $4,000,000 less than the four-year average. Therefore,
so far as the payment of debts and other war Habilities is
concerned, it is evident that the Great War is not over—in fact,
we are just in the midst of it, and the end is far off.

Yet, Mr. President, notwithstanding these facts, that class
of taxpayers enjoying incomes of $100,000 or more, number-
ing, according to the 1925 income-tax returns, 5,004, are to
be relieved this coming year of $275,000,000 of taxes through
a permanent reduction in personal income taxes, the repeal of
estate and gift taxes, and because of rebates on acccunt of
estates taxes previously assessed, while the reduetion to all
other taxpayers is but $201,500,000, as hereafter indicated.

In this connection, Mr. President, I ask unanimous consent
to insert a statement in the RECORD.

The VICE PRESIDENT. Is there objection? The Chair
hears none; and it is so ordered

The matter referred to is as follows:

BOME PROPOSED TAX REDUCTIONS AND CANCELLATIONS

(1) The 19826 tax bill, passed by the House of Representatives, is
now before the SBenate as amended by the Senate Finance Committee,

(2) In considering this measure it should be rememrbered that about
7,300,000 individuals made income-tax returns In 1925, of which num-
ber 5,694 (‘““the 5,004 class™) reported Incomes of §100,000 or more,

(3) This tax bill as amended provides for a total reduction in per-
sonal income taxes of $219,000,000.

(4) It also provides for the repeal of the estates tax, on account
of which, during the first five months of the present fiscal year, thera
was assessed and charged on the books of the Treasury against estates
of decedents approximately $61,000,000, suggesting a total for the
year of about $150,000,000.

() The gift-tax provislon of the 1924 law, adopted to discourage
evasion of estate taxes, is also repealed. Collections on account of
this tax last year amounted to about £7,500,000.

{6) In addition, this tax bill provides that the amount of estate
taxes mssessed under the provisions of the 1924 law, now in effect,
shall be reduced and refunds made so as to accord with the provisions
of the 1921 law. This will result in abatements and refunds of back
taxes amounting to approximately §100,000,000,
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(7) The following -tabulation indicates the proportlon of these
tax reductions and refunds that will go to the 5,004 class and the
estates of those who in life belonged to the 5,684 class; also the pro-
portlon that will go to all the remaining taxpayers of the United States.

(8) Of course, abatements and refunds provided for in this bill
will accrue but once to beneficiaries, but other reductions in taxes will
be enjoyed so long as the measure remains in effect should it be
finally enacted.

Mr. HOWELL. Mr. President, not only are we required to
expend annually about $1,678,000,000 to take care .of our direct
war liabilities, but in addition thereto, as a consequence of
the refunding of 11 of our foreign debts, we are confronted
with the fact that provision has been made for the cancella-
tion of every one of them, and that, in addition thereto, we
must pay deficits in interest in each case totaling about
$105,000,000 per annum.

The 5,604 All other

taxpayvers

Items class | of United
States

Personal inicome-tax reductions. ... . aeoeae-
Estate-tax rednctions. ...« _....... -
Rebates of estate-taves levied under 1024 law ...
Reductions on account of gift-tax

In this connection I request unanimons consent to* insert
another statement in the REcorp.

The VICE PRESIDENT. Without objection, it is so ordered.

The matter referred to is as follows:

DISPOSITION OF FOREIGN DEBTS THUS FAR REFUNDED BY THE UNITED
BTATES FOREIGN DEBT COMMISSION

(1) In connection with an interest-bearing debt it iz a well-recog-
nized rule of partial paymenis that any payment by the debtor is first
applicable to the payment of accrued interest and the remainder, If any,
to the reduction of the debt.

(2) The foreigm debts of the United States were all liquidated
accounts, represented by definite notes and obligations, upon which the
agreed rate of intereet was 5 per cent,

(8) Eleven of these debts have been refunded by the United States
Debt Commission, the debtor natlons in each case agreeing to pay
certain specified sums of money snnually over a period of 62 years,
and oo more.

(4) The total payments of every kind and nature thus agreed upon
in each case falls short from 27 to 79 per cent of enough to pay B
per ecent interest upon these debts. Therefore on this basis there is
nothing to be paid upon principal, and henece the principal in each case
is canceled.

(5) The rate of interest paid by the United States upon its Interest.
bearing debt has averaged for the past four years about 4.4 per cent.
Assuming, however, that the American people would be willing to re-
duce the rate of Interest upon these foreign debts to 434 per eent,
or the rate that the Government ls now paying upon some $13,500,
000,000 Liberty and other bonds outstanding, from the proceeds of
which these loans were made, we find that opon this 43§ per cent basia,
the total payments of every kind and nature in each case falls short
from 13 to 73 per cent of enough to pay 44 per cent interest upon
these debts. Therefore, upon & 41§ per cent basis there is nothing to
be paid upon principal and hence it is evident that the prineipal of
each debt is canceled.

(8) Reduclng (upon a basls of 43 per cent Interest) all payments
In each ecase to equivalent, egual, annual Installments, payable for a
period of 62 years, we have the results set forth in the accompanying
table, It might here be stated that such reduction is necessary for
the purpose of analysis, as a dollar of a total payment on any
one of these debts is worth more if paid at an early than at a Iate
date, and in some of these cases the agreed payments vary greatly.
Thus Italy’s first five sannual installments are $£5,000,000 each, the
thirty-first payment $35,332,600, and the last, $80,988,000.

(T) In column B is enumerated the amount of each debt as of the
date of refunding, including unpaid interest to the nearest thousand
dollars, as per statements afforded by the Treasury Department.

(8) In column C is the calculated uniform rate of interest in each
case that the debtor nation will pay on its debt for 62 years, provided
that its total payments of every kind and nature are applied on account
of interest only.

(9) The amounts set forth in column B represent the additional
sum that the Government must pay annually in each case to make up
the difference between the rate of Interest set forth in ecolumn C and
the 414 per cent interest that must be pald upon outstanding Liberty
and other bonds issued to make these loans.
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A B (o} D plh
deht
Interest | Amount of o
Country rehanicq | mtecn | debts can- | lnterest that
debts celed’ |
by U
$4,715,311,000 3.7
14, 143, 000 L7
9, 191, 000 7
1, 985, 000 37
5, 804, 000 8.7
6, 217, 000 3.7
182, 325, 000 37
46, 945, 000 3.4
123, 8585, 000 3.4
483, 426, 000 2.1
2, 150, 151, 000 11
7, 738, 443, 000 2.9 | §7, 739,443,000 | 105, 617, 000

L All canceled.

(10) The deficit in interest payments for the 62 years totals, with-
out interest, $6,548,254,000. This total deflcit added to the canceled
debts, renders apparent the loss to the American people on account
of these transactions as $14,287,607,000. Adding interest at 814 per

“eent compounded annually the loss becomes $30,188,536,000.

(11) Should the Government not only pay the defleit in interest,
but in addition enough more each year to amortize these debts, in 43
years the loss without interest would be reduced by a little more than
half, while the loss with 3% per cent Interet would be $14,269,298.-
000, neglecting interest after the forty-third year.

(12) The above-noted losses resulting from the inclusion of 814
per cent compounded Interest is net merely of academic interest.
Many life-insurance companies throughout the counfry, some with
agsets increasing above $200,000,000 per annum, write insurance and
annuity contraets guaranteeing results based upon their ability to
earn upon their funds continuously 8% per cent compound interest,

(13) The tfotal payments of every kind and nature to be made by
Great Britain during the 62 years, If divided by 62, equals $179,195,-
000, or 3.8 per cent upon her debt. Thus merely upon the basis of
this simple, unweighted computation it is evident that for 62 years
Great Britaln will pay not more than 3.8 per cent upon her debt and
ro principal, hence the debt will be canceled,

(14) A like gimple, unweighted computation applied to the 11
refunded debts Indicates that, together, the 11 deblor natlons will pay
of 3.2 per cent for 62 years, no principal, the debts being canceled.

Mr. HOWELL. Mr. President, in view of our tremendous
war liabilities, and these huge cancellations, the relieving of
large incomes and great estates from paying not the taxes they
paid during the Great War, while actual hostilities were in
progress, nor the taxes that were paid following the enactment
of the tax bill in 1921, but merely the taxes that were paid last
year is unjustifiable.

Much has been recently said respecting the conscription of
wealth in connection with the next war. The President has
publicly approved the idea. Why, then, should we relieve
great wealth now, inasmuch as the Great War, so far as its
cost is concerned, is not over? If we relieve the large incomes
and great estates as proposed, it does not mean that the can-
celed and rebated taxes will be not ultimately collected, of
course, not from the large incomes and great estates, but ulti-
mately from the masses of the people in the form of indirect
taxes. This is evidently the policy in mind. I can not approve
such a policy; and, though I realize that my vote will have
little effect respecting the future of this bill, and though I
approve of a number of tax reductions provided for therein,
as a matter of protest respecting the policy it implies, T shall
vote “ No" upon its passage.

The VICE PRESIDENT. The question is on the amendment
offered by the Benator from Nebraska [Mr, Norris], on which
the yeas and nays have been demanded and ordered. The
Secretary will call the roll.

The Chief Clerk proceeded to call the roll,

Mr. NORRIS (when Mr. BRooOKHART'S name was called). 1
desire to announce that the Senator from Iowa [Mr. Brook-
HART] is absent. He is paired with the Senator from Arkansas
[Mr. Caraway]. If the Senator from Iowa were present, he
would vote “ yea.”

Mr. COPELAND (when his name was called). On this mat-
ter I have a pair with my colleague [Mr. WWApswoRrTH |, and on
that account I withhold my vote,

Mr. JONES of Washington (when Mr. CurTis's name was
called). I desire to say that the Senator from Kansas [Mr.
Curris] Is necessarily absent on account of ill health. He is
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paired with the Senator from Michigan [Mr. Ferris]. If the
Senator from Kansas were present and at liberty to vote, he
would vote “ nay.”

Mr, FERNALD (when his name was called). Making the
game announcement as before, I vote *“nay.”

Mr. FERRIS (when his name was called). Making the
same announcement that I made before, I withhold my vote.

Mr. FLETCHER (when his name was called). I have a gen-
eral pair with the Senator from Delaware [Mr. nu Ponrt].
I understand that he would vote as I expect to vote on this
question. I vote “nay.”

Mr. JONES of Washington (when Mr. Gooping's name was
called). The Senator from Idaho [Mr. Goopixg] is necessa-
rily absent on account of ill health. I understand that if
present he would vote “ nay.”

Mr. HOWELL (when his name was called). I have a pair
with the senior Senator from Kentucky [Mr. Erxsr], and
necessarily withhold my vote.

Mr. SACKETT. The senior Senator from Kentucky [Mr.
Brxst] is necessarily absent from the Chamber. If present,
he would vote " nay.”

Mr. NORRIS (when Mr. JounsoN’s name was called).
I desire to announce that the Senator from California [Mr.
Jomnson] is necessarily absent. He is paired with the senior
Senator from Arkansas [Mr. RopinsoN]. If the Senator from
California were present, he would vote “ yea.”

Mr. MoNARY (when his name was called). I have a pair
with the Senator from Maryland [Mr. Bruce]. If I were at
liberty to vote, I should vote “ yea”; and if the Senator from
Maryland were present, he would vote “nay.”

Mr. SHEPPARD (when Mr. MAYFIELD'S name was called).
The junior Senator from Texas [Mr. MAyrierp] is absent on
account of illness. If he were present, he would vote * yea.”

Mr. NEELY (when his name was called). On this question
I am paired with the senior Senator from New York [Mr.
Wanswortr]. I transfer that pair to the junior Senator from
New York [Mr. CorELAND], who is present, and vote “ yea.”

Mr, PEPPER (when his name was called). I have a pair
with the junior Senator from New Mexico [Mr. Bratron]. I
transfer that pair to the junior Senator from Idaho [Mr,
Goonixa], and vote “ nay.”

Mr. SIMMONS (when the name of Mr. Rosixsox of Arkan-
sas was called). I desire to announce that the Senator from
Arkansas [Mr. Rosinsox], who is absent, would, if present,
vote “nay” on this amendment.

Mr. HEFLIN (when Mr. UNpERwoOD'S name was called).
My colleague [Mr. UxpErwoop] is absent on account of illness,
If he were present, he would vote “ nay.”

Mr. REED of Pennsylvania (when Mr. WADpsSworRTH'S name
wa scalled). The senior Senator from New York [Mr. Waps-
worTH] is necessarily absent. He is paired with his colleague,
the junior Senator from New York [Mr. Coperanp]. If pres-
ent, the senior Senator from New York would vote *nay.”

The roll call was concluded.

Mr. ASHURST (after having voted in the affirmative).
When I voted, I forgot for the moment that I was paired on
this question with the junior Senator from Connecticut [AMr.
Bivcmax]. Therefore 1 withdraw my vote.

Mr. COPELAND. There seems to be some complication
about my pair with my colleague. I understand, from the
announcement made, that I amat liberty to vote. I vote
i nay."

Mr. NEELY. In view of that action on the part of the
junior Senator from New York, I withdraw the announcement
1 made before, and state that if the senior Senator from New
York [Mr. WapsworTH] were present he would vote “nay™;
and if I were at liberty to vote, I would vote * yea.” My pair
with him shall stand, in view of the fact that the junior Sena-
ator from New York has now voted.

Mr. JONES of Washington. I desire to announce that the
Senator from Iowa [Mr. Cummins] is necessarily absent on
account of ill health.

Mr. BLEASE. I do not know how the Senator from Mis-
gouri [Mr. WirruiaMms] would vote on this question, and I there-
fore withhold my vote ; but if I were at liberty to vote, I would
vote * yea.”

Mr. JONES of Washington.
lowing general pairs:

The Senator from Colorado [Mr. MeAxs] with the Senator
from Texas [Mr. MAYFIELD] ;

The Senator from Illinois [Mr. McKinLey] with the Senator
from Virginia [Mr. Swaxsox]; and

The Senator from Connecticut  [Mr. BiN¢HAM] with the
Senator from Nevada [Mr., PrrrMan].

LXV1I—246

I desire to announce the fol-
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I also desgire to announce the unavoidable absence of the
Senator from Minnesota [Mr. ScHALL].

Mr. GERRY. I desire to announce that the senior Senator
from Arkansas [Mr. Roprxsoy], the junior Senator from Ar-
kansas [Mr. CArRAwAY], the junior Senator from Mississippi
[Mr. SteprENS], and the senior Senator from Nevada [Mr.
Prrtman] would, if present, vote “nay” on this amendment.

The result was announced—yeas 21, nays 44, as follows

YEAS—21
Capper Kln’%(1 Norris Tyson
Conzens - La Follette Nye Walsh
Dill Lenroot Reed, Mo, Wheeler
Frazier MeKellar Sheppard
Harrig McMaster Shipstead
Jones, Wash, Norbeck Trammell
NAYS—44

Bayard Fletcher Keyes Robinson, Ind.
Broussard George MeLean Backett
Butler Gerr Metealf Shortridge
Cameron Gillett Moses Simmons
Copeland Glass Oddie Smith
Dale Goff Overman Smodt
Deneen Hale Pepper Stanfield
Edge Harreld Phipps Warren
Edwards Harrison Pine Watson
Fernald Heflin Ransdell Weller
Fess Kendrick Reed, Pa. Willis

NOT VOTING—31
Ashurst Comming Johnson Robinson, Ark.
Bingham Curtis Jones, N. Mex, Sehall
Bleage du Pont MceKinley Stephens
Borah Ernst McNa Swanson
Bratton Ferris Mayfield Underwood
Brookhart Gooding Means Wadsworth
Bruce Greene Neely Williams
Caraway Howell Pittman

So Mr. Norris's amendment was rejected.

Mr, JONES of Washington. I offer an amendment, which
I understand the Senator in charge of the bill is willing to
send to conference for consideration by the conferees.

Mr., SMOOT. With that statement, I have no objection to
the insertion of the amendment in the bill.

The VICE PRESIDENT. The clerk will state the amend-
ment,

The Cuier CLErg. On page 334, after line 10, after the
amendments heretofore agreed to, insert:

RETROACTIVE REGULATIONS

SEC. 1213. The liabiMty of any taxpayer under any internal revenue
law shall be determined (unless such taxpayer otherwise consents or
requests) in aceordance with the Treasury decisions, opinions of the
Attorney General, and regulations made by the commissioner or the
Secretary, or by the commissioner with the approval of the Seeretary,
in force at the time his return was made, whether such return was
made before or after the enactment of this act. As used in this sub-
division, the term * return" means, in the case of a return which has
been amended, the return as finally amended.

The VICE PRESIDENT. The question is on agreeing to the
amendment.

The amendment was agreed to.

Mr. BLEASE. Mr. President, I propose a short amendment,
which I send to the desk, to come in after the last section of
the bill.

The VICE PRESIDENT. The clerk will read the amend-
ment.

The CHieF CLERK. Add after the last section of the bill the
following :

Resolved, That in view of the Democratic minority being in faver
of the Mellon tax plan, the Senate apologizes to Denby, Daugherty,
Fall, and Doheny for the part they played in the corruption of the last
administration, and regret their indictment.

Mr. SIMMONS. Who offers that amendment?

The VICE PRESIDENT. The junior Senator from South
Carolina.

Mr. BLEASE. T ask for the adoption of the amendment,

Mr. SIMMONS, I think it is really too stupid for us to
bother with.

Mr, BLEASHE. I ask for the adoption of the amendment.

Mr. HEFLIN. The amendment is out of order.

The VICE PRESIDENT. It is in the nature of a resolution
and not an amendment and is not in order at this time.

The bill is still in the Senate and open to amendment. If
there be no further amendment, the question is, Shall the
amendments be engrossed and the bill read a third time?

The amendments were ordered to be engrossed, and the bill
to be read a third time.

The bill was read the third time.

The VICE PRESIDENT. The bill having been read three
times, the question is, Shall the bill pass?

\
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Mr. NORRIS. Mr. President, this bill is a millionaires’ tax
reduction bill.

It reduces the personal income tax of 5,694 persons reporting
incomes of $100,000 and more by $120,500,000.

It reduces the estate tax of all persons with $100,000 of net
income while they were alive by $£90,000,000.

It reduces the estate tax of 1924 for the same class of per-
sons who had incomes of $100,000 or more while alive by
£60,000,000. This is a retroactive gift to millionaires’ estates
and, in effect, is the same as though we took the money out
of the Treasury by direct appropriation.

It reduces the gift tax for all persons with incomes of
$100,000 or more by $4,500,000.

It wipes out the estate tax for all future time, and this tax
would be paid to the greatest extent by the same class of tax-
payers, and incidentally reduces the income of the Govern-
ment by more than $100,000,000 a year from estate-tax repeal.

The total tax reduction, then, for these 5,604 persons with
incomes of $100,000 or more is $275,000,000.

There were approximately 4,085,000 taxpayers with incomes
of less than $100,000. For this class of taxpayers the reduc-
tions amount to $201,500,000.

The average tax reduction given by this bill to persons with
incomes of $100,000 and more is $48,000 each.

The average reduction for persons with incomes of less than
$100,000 is $49 each.

The bill continues the secrecy provisions of the income tax
law, under which all these frauds against the Government
discovered by the select committee of the Senate were com-
mitted. It continues the secrecy clause to protect any future
and comparable frands which might develop and secrecy is
always an inducement to fraud of one character or another.

The bill gives a subsidy to the oil industry, which is esti-
mated as high ns $10,000,000 a year. The oil industry, criti-
cized by the consumers for the high prices charged for gaso-
line and ecrude oil, is now told by this bill to deduct 50 per
cent of its net income hefore it pays any tax at all. Accord-
ing to estimates given by the counsel for the select committee
of fhe Senate, this bill tells the oil industry that 50 per cent
of tlie net income is tax exempt. There is no comparable ex-
emption for the farmer, the business man, the professional
man, and the individual!, other than the exemption allowed
an individual on earned income.

Mr. SIMMONS, Mr. President, contrard to the figures given
by the Senator from Nebraska, the reductions given on in-
comes of $100,000 in surtaxes amount to £46,000,000 in the
normal tax $50,000,000, making a’total of $136,000,600.

The VICE PRESIDENT. The question is, Shall the bill
pass?

Mr., REED of Pennsylvania. I ask for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll.

Mr. FERRIS (when his name was called), I have a pair
with the senior Senator from Kansas [Mr. Curtis]. I am in-
formed that if he were present he wonld vote “ yea." I there-
fore am at liberty to vote, and T vote “ yea."”

Mr. FLETCHER (when his name was called). Making the
game announcement as before, I vote “ yea.”

Mr. HOWELL (when his name was called). I have a pair
with the senior Senator from Kentucky [Mr. Erxst]. I there-
fore withhold my vote. If I were permitted to vote, I should
vote “ nay”

Mr. McNARY (when his name was called). Upon this vote
I have a palr with the Senator from Maryland [Mr. Brucg].
I am advised that if present he would vote as I am about to
vote. I vote * yea."”

Mr. SHEPPARD (when Mr. MAYFIELD'S name was called).
The junior Senator from Texas [Mr. Mayrierp] is detained on
account of illness. If present he would vote * yea.”

Mr. NEELY (when his name was called). On this question
I have a pair with the senior Senator from New York [Mr.
Wapsworte]. I am informed that if he were present he would
vote as I would, and I therefore vote “ yea."”

Mr. PEPPER (when his name was called). On this question
I am paired with the junior Senator from New Mexico [Mr.
Berarron]. I am advised that if he were present he would vote
as I intend to vote. I vote * yea.”

Mr. FESS (when Mr. ScHALL'S name was called). I wish to
make the annonncement that the junior Senator from Min-
nesota [Mr. ScrarL] is absent on account of illness. Were he
present, he would vote “yea.”

Mr., HEFLIN (when Mr. Uxperwoon's name was called).
Making the same announcement as before with reference to the
absence of my colleagne [Mr. Uxperwoon], I wish to state that
if he were present, he would vote * yea."
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Mr. REED of Pennsylvania (when Mr, WaApsworTH'S name
was called). The senior Senator from New York [Mr, Waps-
WoRTH] is necessarily absent. If he were present, he would
vote “ yea."

Mr. WARREN (when his name was called). I inguire if the
junior Senator from North Carolina [Mr. OverMaN] has voted?

The VICE PRESIDENT, That Senator has not voted.

Mr. WARREN. I have a standing pair with the junior Sena-
tor from North Carolina, but I am assured that he would vote
as I expect to vote. I therefore vote. I vote “yea."

The roll eall was concluded.

Mr, BLEASE. I am paired with the junior Senator from
Missouri [Mr, Wirriams]. If he were present, he would vote
“yea.” If I were at liberty to vote, I would vote “ nay.”

Mr. JONES of Washington, I wish to announce that the
senior Senator from Towa [Mr. CuMmumixs], the junior Senator
from Connecticut [Mr. BiNeHAM], the junior Senator from
Idaho [Mr. CGoopiNg], the junior Senator from Minnesota
[Mr. SBcHarr], and the senior Senator from Vermont [Mr.
Greexe] are all absent on account of ill health. I understand
they would all vote “ yea " on the passage of the bill.

I wish to announce that the Senator from Kansas [Mr.
Curris] is absent on account of illness. If present he would
have voted “ yea " on the passage of the bill.

Mr. SACKETT. The pair of my colleague [Mr. Bixst] with
the Senator from Nebraska [Mr. HoweLr] has been announced,
I wish to state that if my colleague were present, he would
vote “ yea."”

Mr. NORRIS. I desire to announce that the senior Senator
from California [Mr. Jorxsox] is paired with the senior Sena-
tor from Arkansas [Mr. Romixsox]. If the senior Senator
from California were present, he would vote * nay.”

I desire also to announce that the junior Senator from Towa
{Mt:. BroOOKHART] is necessarily absent. He is paired with the
Junior Senator from Arkansas [Mr. CarawAx]. If the junior
Senator from Iowa were present, he would vote “nay.”

Mr. GERRY. I desire to announce that the senior Senator
from Arkansas [Mr. Roprysox], if present, would vote * yea,"
as would the junlor Senator from Arkansas [Mr. CARAWAY],
the junior Senator from Mississippi [Mr. StepHENS], the Sena-
tor from Nevada [Mr. Prrrasax], the Senator from New Mexico
[Mr. Joxes], and the Senator from Virginia [Mr. Swansox].

Mr., HARRISON. And the Senator from Alabama [Mr.
UnpeErRwoOD].

The result was announced—yeas 58, nays 9, as follows:

YEAS—58
Ashursat Fess King Sackett
Bayard Fletcher Lenroot Sheppard
Broussard Grorge McKellar Bhortridee
Butler Gerry MecLean Simmons
Qnmemn Gillett McNary Smith
Capper Glass Metcalf Smoot
Copeland Goft Moses Stanfield
Conzens Hale Neely Trammell
Dala Harreld Oddie Tyson
Deéneen Harris Popper Warren
bill Harrison Phipps Watson
Kdge Heilin Pine Weller
Edwards Jones, Wash, Ransdell Willis
Fernald Kendrick Reed, Pa.
Ferris Keyes Robinson, Ind,
NAYS—9

Frazier Norbeck Nye Shipstead
La Follette Norris Reed, Mo. Wheeler
McMaster

NOT VOTING—20
Bingham Curtis MeKinley Bwanson
Blease du Pout Mayfield Underwood
Borah Ernst Means Wadsworth
Bratton Gooding Overman Walsh
Brookhart Greene Pittman Willia ma
Bruce Howell Robinson, Ark.
Caraway Johnson Sechall
Cummins Jones, N, Mex. Btephens

So the bill was passed.

Mr. SMOOT. Mr. President, T ask unanimouns consent that
there may be printed, with the Senate amendments numbered,
1,000 copies of the bill as it passed the Senate,

The VICE PRESIDENT. Without objection it is so
ordered. i

Mr. SMOOT. I move that the Senate insist upon its amend-
ments and ask for a conference with the House, and that the
Chair appoint the conferees.

The motion was agreed to.

Mr. SMOOT. Ordinarily the conferees on the part of the
majority would be the Senator from Utah [Mr. Samoor], the
Senator from Connecticut [Mr. McLeax], and the Senator
from Kansas [Mr. Curtis]. The Senator from Kansas, as
we all know, is ill and does not feel that he i3 strong enough

to undertake the work and asks that he be excused. The




Senator from Indiana [Mr. Warson] is engaged almost daily
and hourly with his labors on the Interstate Commerce Com-
mittee, and therefore asks that he be excused for that reason.

Also, in behalf of the minority, and at the request of the
Senator from North Carolina [Mr. SrMmarons], I wish to state
that on account of the illness of the Senator from New Mexico
[Mr. Jones] it is impossible for him to serve, and that the Sen-
ator from Rhode Island [Mr. Gerry] will be asked, in connec-
tion with the Senator from North Carolina [Mr. Srummons],
to be a member of the conference committee, I now ask that
the Chair appoint the conferees.

The VICE PRESIDENT. The Chair appoints as conferees
on the part of the Senate the Senator from Utah [Mr. Smoot],
the Senator from Conneeticut [Mr. McLEax], the Senator from
Pennsylvania [Mr. Reep], the Senator from North Carolina
[Mr. Sivuons], and the Senator from Rhode Island [Mr.
GERrRY].

Mr, }I{ING. Mr. President, I voted for the hill which has
just passed the Senate. I did so with the greatest reluctance.
It does not meet my views in many particulars. It gives a
bounty or gratuity to the oil industry amounting to approxi-
mately $50,000,000 per annum. There is no justification for this
provision of the bill. It can not be defended upon the gronnd
that gratuities and special favors are necessary for the pur-
pose of developing the oil industry in the United States.

We know that the Standard Oil Co. and other large
concerns practically control the oil fields and the oil industry
and that their profits are stupendous. To thus single out an
industry and aungment their annual earnings of those engaged
therein and relieve them from the payment of taxes to the
Government ean not, in my judgment, be defended.

The bill- also is indefensible in that it remits taxes due
from the estates of rich decedents and strikes down the entire
estate-tax system as it has been adopted by the Federal Gov-
ernment, There are many other features which are obnox-
ious. However, it does relleve millions of people of some tax
burden and contains some features which constitute a marked
improvement over the existing law: 1 hope that the bill as it
emerges from the conference will be an improvement over its
present form. One of the reasons inducing me to support it
is founded upon the hope and the expectation that the con-
ferees named by the House will insist upon eliminating many
of the obnoxious features which are found in the bill as we
have just passed it.

TREASURY AND POST OFFICE APPROPRIATIONS

Mr. WARREN. Mr. President, I move that the Senate pro-
ceed to the consideration of House bill 5959, making appropria-
tions for the Treasury and Post Office Departments,

The motion was agreed to; and the Senate, as in Committee
of the Whole, proceeded to consider the bill (H. R. 5959)
making appropriations for the Treasury and Post Office De-
partments for the fiscal year ending June 80, 1927, and for
other purposes, which had been reported from the Committee
on Approprintions with amendments.

ADJOUENMERT TO MONDAY

Mr. S8MOOT. I move that the Senate adjourn until Monday
next.

The motion was agreed to; and the Senate (at 11 o'clock and
10 minutes p. m.) adjourned until Monday, February 15, 1926,

at 12 o'clock meridian.

HOUSE OF REPRESENTATIVES
Frvax, February 12, 1926

The House met at 12 o’clock noon.
Right Rev, Mgr., P. C. Gavan, pastor Sacred Heart Church,
Washington, D. C., offered the following prayer:

Almighty and everlasting God, who through Jesus Christ
has revealed the wonders of Thy glory and power to all na-
tions, but in a most exceptional and preeminent degree, far
beyond all others, to this our own beloved country, look gra-
ciously down upon these Thy servants gathered together in
this memorable hall of legislation. Enlighten their under-
standing with the rays of Thy wisdom, inflame their hearts
with an abiding love of their fellow men, strengthen their
wills to hold steadfastly, under all circumstances, to what
is right and true and just, so that in their deliberations here
and in all their activities elsewhere they may -keep ever in
view thls threefold objective—the preservation of peace, the
promotion of national happiness, the reign and supremacy of
law and order in our divinely favored Republie,

We pray Thee, likewise, help us to take to heart and make
effective in our life the sublime lessons of exalted patriotism

CONGRESSIONAL RECORD—HOUSE

3897

and noble living taught us so strikingly and heroically by that
immortal martyred President of beloved and sacred memory,
the anniversary of whose birth we commemorate to-day.

We ask these favors of Thee, O God, through Jesus Christ,
Thy Son, our Lord and Savior. Amen,

The Journal of the proceedings of yesterday was read and
approved.

CALL OF THE HOUSE

Mr. RUBEY. Mr. Speaker

The SPEAKER. For what purpose does the gentleman from
Missouri arise?

Mr. RUBEY. Mr. Speaker, this is Lincoln’s birthday, and
we are to have his Gettysburg address read. I think the Mem-
bers of the House ought to have an opportunity to hear it, and
therefore I make the point of order that there is no quorum
present.

The SPEAKER. Evidently there is no quorum present.

Mr. TILSON. Mr. Speaker, I move a ecall of the House.

A call of the House was ordered.

The Clerk called the roll, and the following Members failed
to answer to their name:

[Roll No. 33]

Aldrich Fenn Lanham Robsion, Ky.
Andrew Flaherty Lee, Ga. Rogers
Bacharach Fort Lindsay Rouse

Beedy Fredericks Lineberger Rowbottom
Berger Free Luce Sanders, N. Y.
Black, N. Y. Fuller McFadden Sears, I'la,
Bulwinkle Funk McSwain SBmithwick
Butler Gallivan Madden Sosnowski
Carter, Calif, Gambrill Magee, Pa. Stobhs
Chindblom Gibson Mead Sullivan
Collins Gilbert Mills Sumners, Tex,
Corning Golder Montague Bwartz

Cox Graham Morin Swing
Cramton Greenwood Neison, Me. Swoope
Curry Griffin O'Connell, N. Y. Thompson
Davenport Hawes O'Connor, N. Y. Tincher
Davey Hudson Oliver, N. Y. Upshaw
Dempsey Hull, Teon. Peavey Vare
Diekinson, Iowa Hull, William B, Periman Voigt
Dickstein James Fhillips Weller
Daminick Johnson, Wash, Quayle Welsh

Drane Kell 3 Ransley White, Kans,
Drewry Kendall Rathbone Wood

Dyer Kindred Reed, Ark, Yates
Esterly Knutson Reed, N. Y. Zihlman

The SPEAKER. Three hundred and twenty-nine Members
have answered to their names, a quorum is present.

Mr, TILSON. Mr. Speaker, I move that further proceedings
under the call be dispensed with.

The motion was agreed to.

TERMINATION OF COAL STRIKE

The SPEAKER. The Chair desires to make an announce-
ment, which he knows will be of great interest to the Honse.
The Chair was informed a short time ago officially by the Sec-
retary of Labor that the coal strike is finally settled. [Ap-
plause.] And that the parties have entered into a five-year
contract. [Applause.]

LINCOLN'S GETTYSBURG ADDRESS

The SPEAKER. Under order of the House, Lincoln’s Gettys-
burg Address will be read by the gentleman from Colorado
[Mr. TrupErLAke], and the Chair will ask the gentleman to
take his place at the Clerk's desk. [Applause.]

Mr, TIMBERLAKE (reading)—

Fourscore and seven years ago our fathers brought forth on this
continent a new Nation, conceived in lberty and dedicated to the
proposition that all men are ereated equal.

Now we are engaged in a great civil war, testing whether that Na-
tion, or any nation so conceived and so dedicated, can long endure.
We are met on a great battle field of that war. We have come to
dedieate a portion of that field as a final resting place for those who
here gave their lives that that Nation might live. It is altogether
fitting and proper that we should do this.

But, in a larger sense, we can not dedicate—we can not consecrate—
we can not hallow—this ground. The brave men, living and dead, who
struggled here have consecrated it far above our poor power to add or
detract. The world will little note nor long remember what we say
here, but it can never forget what they did here. It is for us, the
living, rather, to be dedieated here to the unfinished work which they
who fought here have thus far so nobly advanced. It is rather for
us to be here dedicated to the great task remaining before us—that from
these honored dead we take increased devotion to that cause for which
they gave the last full measure of devotion; that we here highly re-
solye that these dead shall not have died in vain; that this Nation,
under God, ehall have a new birth of freedom; and that government
of the people, by the people, for the people, shall not perish from the
earth.

[Applause.]
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